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Announcing 


SALES MANAGEMENT’S November 10th 


“Market Rankings 
By Population Groups”’ 


In response to widespread demand, SALES MANAGEMENT'S forthcoming 
November 10th issue will bring up to date and expand our “Market Rankings 
by Population Groups” feature which was so popular when it first appeared 
three years ago. 


This analysis will include national rankings, within their population groups, 
of all cities with 1950 retail sales of $20 million or more, plus rankings within 
their states (not by population group) of all cities included in SALES MAN- 
AGEMENT’S 1951 “Survey of Buying Power.” Both state and national rank- 
ings will be given for the following categories: 


Population Drug Sales 

Total Retail Sales Automotive Sales 

Food Sales Total Effective Buying Income 
General Merchandise Sales Income Per Family 
Furn.-House.-Radio Sales Income Per Capita 


Cities will be ranked nationally within each of the following population groups: 


(a) One million or more 
(b) 500,000-999,999 
(c) 250,000-499,999 
(d) 100,000-249,999 
(e) 50,000-99,999 
(f) 25,000-49,999 
(g) Under 25,000 


Cities will be credited with “Points of Superiority” whenever their national 
ranking in any category of sales or income equals or exceeds their population 
ranking. A special table will list “Superior” cities who register six or more 
“Points of Superiority.” 


In its new up-to-date and expanded form, this study will prove even more 
helpful than its predecessor in fall and winter planning for 1952 sales and 
advertising campaigns. National advertisers and their agencies will be able 
to determine which markets promise a greater return than average on each 
dollar invested and will be able to quickly recognize markets with outstanding 
potential for particular products. Copies will be available November 10th at 
50 cents each. 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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Clark & Clark 
3rd Edition 
PRINCIPLES 


of 


MARKETING 


Hamberg 


BUSINESS 
CYCLES 


Mehr & Osler 


MODERN LIFE 
INSURANCE 


Mahoney and 
Hession 


PUBLIC RE- 
LATIONS for 
RETAILERS 


4 MACMILLAN TEXTS 


Tops in their Fields 


From the Journal of Marketing: ‘The 
book does an excellent job in develop- 
ing a clear understanding of the func- 
tion involved in marketing. . . . It pre- 
sents a good overall picture of market- 
ing problems from the standpoint both 
of the businessman and of the public." 
1942—$5.50.- 


A discussion of the cycles from 1919 to 
the present is thoroughly integrated 
with the theoretical portions of the 
book. Various theories of the business 
cycle are analyzed with the aggregative 
tools of Keynesian economics. Published 
in August—$5.00 


Including such topics as technical and 
legal aspects of the field, policy forms, 
variations among companies, and how 
to choose the best policy, the text is de- 
signed as a source of practical, up-to- 
date information. 1949—$5.00 


This practical book is full of real-life 
merchandising stories that illustrate pub- 
lic relations activities for every size and 
kind of retail business. It's a survey- 
analysis of the public relations tech- 
niques that succeed in today's business. 
1949—$4.50 


THE MACMILLAN COMPANY 
60 Fifth Avenue, New York 
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SPEND CHRISTMAS HOLIDAY 2 
WEEK IN HISTORIC BOSTON ! |! | 


Attend 


AMA 1951 
WINTER CONFERENCE 


DEC. 27th — 28th # 
HOTEL KENMORE 
BOSTON 


TWO PROFITABLE DAYS PACKED WITH INFORMATION ON 
PRACTICAL MARKETING AND RESEARCH PROBLEMS 


¢ CASE HISTORIES 

e ANALYTICAL DISCUSSIONS 

e ROUND TABLE TALKS 

e NATIONALLY KNOWN SPEAKERS 


SEND THIS COUPON NOW FOR REGISTRATION BLANK 


TO: Carl G. Vienot, Attendance Chairman 
134 Summer Street 
Boston 10, Massachusetts 4 


Please send me information and registration blank on A.M.A. 1951 WINTER CONFERENCE, 
DEC. 27th and 28th, HOTEL KENMORE, BOSTON, MASSACHUSETTS. 
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A new Prentice-Hall text describing 
how the farmer markets his products— 


Agricultural Marketing 


by Adlowe L. Larson, Oklahoma A & M College 


Dr. Larson’s new book is an exceptionally dynamic and down-to-earth ac- 
count of how agricultural marketing operates in our economy. Early in the 
book, the author charts the functions of marketing agencies at country points, 
wholesale markets, and retail markets. In this way, the student attains at the 
very outset a sound foundation for the later details of the subject. 


AGRICULTURAL MARKETING vividly describes the market to which agri- 
culture sells, explains the agricultural production machine and analyzes the 
role of marketing in moving agricultural products. 


Published 1951, 519 pages, 514” x 814” 


Tops in its field! 
200,000 copies in print... 


Elements of Marketing 
Third Revised Edition 
by Paul D. Converse and Harvey W. Huegy, University of Illinois 


For over twenty years ELEMENTS OF MARKETING has been the “basic” 
text in introductory marketing classes. Now, as in 1930, a countless number of 
schools rely on Converse and Huegy’s book for a complete analysis of market- 
ing problems and techniques. This text provides a wealth of information on: 
¢ Problems arising from inflation 

Market research 

¢ Prices, consumer income, commodities, brands, competition, super markets 
© Total cost of marketing goods in the United States 

Statistics and market effects of high levels of income and expenditures 
Increased government control of business 


Developments in auction selling, integrated marketing, grade and descrip- 
tive labeling and distributed cost accounting. 


Published 1946, 795 pages, 6” x 9” 
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COLLEGE 


For Future Retail Executives— 


Retailing 
Second Edition 
by Norris B. Brisco 


Written from the scientific viewpoint, RETAILING, 2nd edition, pinpoints the 
classified and tested principles of retailing. It treats the techniques involved 
in all phases of successful retail operation . . . organization, buying, merchan- 
dising, sales, store operation, layout, procedural policy and administrative 
practice, personnel relations, advertising, and promotion. Outstanding Features 
Include: 

¢ The backgrounds of modern retailing crystallized in first two chapters. 


¢ Central areas of retailing detailed in sections on customer services, sales 
planning, organization methods, and market contacts. 


¢ Clear description and accurate presentation of fact maintained throughout. 
Published 1947, 494 pages, 6” x 9” 


Retail Advertising for the Small Store 


by Philip Ward Burton, Syracuse University 


This complete and highly practical text presents the small-store approach to 
retail advertising. It is designed to help students determine the best ways to 
move stock—and provides explicit methods with instructions for their per- 
formance. Starting with a scrutiny of the particular problems of the small 
store, the study operates from within this framework: 


© WHY must the small store advertise 
¢ HOW much of the budget should go for advertising 


¢ HOW should this budget be allocated. 
Just published, 430 pages, 6” x 9” 


Send for your copies today! 
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AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLI September, 1951 
Articles: 
The Construction of a New Theory of Profit Jean Marchal 
On Maximizing Profits Stephen Enke 
An Analysis of Interest Rates A. H. Leigh 
Wage Pressure and Technological Discovery G. F. Bloom 
Lessons of War Finance Woodlief Thomas 
Disparities in Consumption Levels M. K. Bennett 
The Lake Erie Iron Ore Market L. G. Hines 
Communication: 
Note on the Secular Consumption Function A. H. Hansen 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a rterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial communica- 
tions to Dr. Paul T, Homan, Managing Editor, American Economic Review, University of California, 405 
Hilgard Ave., Los Angeles 24, California; for information concerning other publications and activities of 
the Association, communicate with the Secretary-Treasurer, Dr, James Washington Bell, American Eco- 
nomic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


JOURNAL OF THE September 1951 
AMERICAN STATISTICAL ASSOCIATION Vol. 46, No. 255 
1108 16th St., N.W. Washington 6, D.C. 
ARTICLES 

The Verification and Scoring of Weather Forecasts ..............+..+++ Irving I. Gringorten 
Statistics in Production and Inspection ...............0ceceeeceeeeeeeeees Edwin G. Olds 
Some Statistical Problems in Small Group Research ...............20++00+5 Robert F. Bales 
Relations between Prices, Consumption and Production ..............--..++06+ Karl A. Fox 
Statistical Measurement and Economic Mobilization Planning ......... Glenn E. McLaughlin 
A Large-Sample test of the Hypothesis that One of Two Random Variables Is Stochasti- 

The Distribution of the Range in Samples from a Discrete Rectangular Population...... 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 


3. Application of statistical methods to practical problems 
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Your “ACE IN THE HOLE” 
for Marketing Research Tabulations... 


With the largest and most diversified independent punched card 
tabulating service in the country, STATISTICAL can give you the 
personal service you want on marketing research tabulations. 
Coding and editing, punching, verification, preparation of tables, 
tabulating, percentaging, and typing—every phase of the job is 
handled quickly and accurately—without your having to bother 
with hiring and training or worry about equipment standing idle, 
overtime, etc. 

In any emergency, and for your regular requirements, you'll 
find this experienced organization your “‘ace in the hole’’ for 
marketing research tabulations. Phone or write our nearest office 
for full details. 


STATISTICAL TABULATING COMPANY 
ned 1999 R Motor, Preidemt 


Chicago 4, Ill., 53 West Jackson Blvd. — Phone HA 7-2700 + New York 4, N.Y.,.89 Broad St. — 
Phone WH 3-8383 +» Newark 2, N. J., National Newark Bldg. — Phone MA 3-7636 
St. Louis 1, Mo., 411 North Tenth Street — Phone CH 5284 
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4 Excellent Textbooks 


ECONOMICS of INCOME and CONSUMPTION 


by HELEN G. CANOYER, Professor of Economics and Marketing; and ROLAND 
S. VAILE, Professor of Economics and Marketing; both of the University of 


Minnesota 
Newly published, this textbook describes 


and illustrates from the consumer viewpoint 
the simple unchanging laws of economics. 
It provides the student who has already had 
an introductory course with clarifying ap- 
plications and interrelations of economic 
principles, thus orienting him in the very 
human economic world in which he lives. 
This approach, which relates consumer in- 
come to the various factors of production, 


affords the student-consumer a more useful 
understanding of economic problems than 
if the subject were considered from the 
producer viewpoint. Because a prior under- 
standing of basic economic laws is not taken 
for granted, the text will also prove valuable 
for students who want to acquire a degree 
of literacy in economics. 386 pages, illus- 
trated, $4.50 


PROFITABLE RETAIL ADVERTISING 


by JOSEPH R. ROWEN, National Advertising Manager, W. T. Grant Company; 
and DONALD F. BLANKERTZ, Wharton School of Commerce, University of 


Pennsylvania 


Offers the student planning a career in re- 
tailing or advertising a readable, practical 
introduction to the basic problems and pro- 
cedures in retail advertising and promotion. 
It will acquaint students with the latest 
methods based on the broad practical and 
theoretical experience of the authors. Also 
suitable as a working reference for retail 
managers and others concerned with store 
advertising and sales promotion. Many ad- 


PUBLIC RELATIONS 


by WILLIAM A. NIELANDER, Chairman, Department of Management and Mar- 
keting, Hofstra College; and RAYMOND W. MILLER, Lecturer, Harvard Uni- 


SALES 


versity 


A textbook which, in down-to-earth manner, 
stresses the individual’s role in public rela- 
tions. It cites such instances as the everyday 
use of a telephone, the writing of letters, 
doing business with customers, dealers, 
suppliers; working with fellow employees, 
etc., as public relations in its basic sense. 
The authors then project their subject into 


PROMOTION 


vertisements are reproduced and critically 
analyzed to illustrate sound and unsound 
retail promotion practices. Budgeting, copy- 
writing and design, the related activities of 
display, selling, and promotion, are cov- 
ered in detail. Provides a realistic guide to 
the fundamental plans and procedures to 
aren retail advertising. 285 pages, 


the larger business and professional field. 
They show interrelationship between pub- 
lic relations, advertising, sales promotion 
and publicity, treating the functions of each 
in detail. Both of the authors have had ex- 
tensive experience in teaching and profes- 
sional counseling, and much of the material 
was tested in business. 398 pages, $5.00 


by ALFRED GROSS and DALE HOUGHTON, New York University 


Describes and analyzes the areas and tech- 
niques of sales promotion. Reflects the 
viewpoint that sales promotion is necessary 
on three levels: (1) within a company’s 
own marketing division; (2) in the liaison 
between a company and its dealers; (3) 
in the liaison between a company and its 
consumers. Well organized and clearly 
written, the book gives full coverage to the 
subject of sales promotion and provides 


Published by 


15 East 26th Street, 


satisfactory application to practice. It 
clearly establishes the place and proper 
relationship of sales promotion to sales and 
advertising operations. The book will prove 
suitable as a text for courses in sales pro- 
motion and as supplementary reading for 
courses in marketing, sales management, 
and advertising, or as a guide for marketing 
executives. 434 pages, $5.00 


THE RONALD PRESS COMPANY 


New York 10 
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THE VECTOR HYPOTHESIS OF 
CONSUMER BEHAVIOR 


WARREN J. BILKEY 


University of Connecticut 


HE VECTOR hypothesis constitutes an 
j pee to provide a more adequate 
explanation of consumer choice in the 
market than has been made available 
thus far by economic theorists. It is 
rooted in Lewinian vector psychology 
(the concept of conflicting psychic ten- 
sions), and has been contributed to by 
both psychologists and economists.! This 


1 Listed in order of publication the major contribu- 
tions which have come to the author’s attention are: 
W. B. Pitkin, The Consumer, His Nature and His Chang- 
ing Habits, (New York: Mc-Graw-Hill Book Co., Inc., 
1932); Joseph Clawson, Psychology in Action (New 
York: The Macmillan Co., 1946); Kurt Lewin, “Group 
Decision and Social Change,” Newcomb and Hartley, 
eds., Readings in Social Psychology (New York: Henry 
Holt and Co., 1947); James S. Duesenberry, Income, 
Saving, and the Theory of Consumer Behavior (Cam- 
bridge: Harvard University Press, 1949); Joseph Claw- 
son, “Lewin’s Vector Psychology and the Analysis of 
Motives in Marketing,” R. Cox and W. Alderson, eds., 
— in Marketing (Chicago: Richard D. Irwin, Inc., 
1950). 


approach permits the analyst to bring 
into account many practical considera- 
tions which cannot be handled by either 
utility or preference theories. Further- 
more, it introduces the possibility for 
the use of psychological measuring tech- 
niques in the quantification and objec- 
tive verification of consumer behavior. 
The essential elements of this concept 
will be summarized in eight steps. 


Tue Hyporuesis 


One—Basic unit for analysis is the dis- 
bursement pattern 


The vector hypothesis places emphasis 
upon the monetary amounts disbursed 
by the consumer, rather than upon the 
physical quantities of items purchased. 
The advantages of such an approach 
are twofold. First, it enables consump- 
tion theory to be closely integrated with 
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the more general Keynesian income anal- 
ysis—for many purposes our interests 
lie primarily in expenditure flows rather 
than in quantities of items purchased. 
Second, it provides a basis for equating 
changes in the quality of consumption 
(e.g., shifts from evaporated to fresh 
milk) with changes in quantities of items 
purchased. Monetary expenditure in 
terms of specific price relationships is 
the common denominator. 

The basic unity of the consumer’s dis- 
bursement pattern, or budget, is brought 
out by illustrating it as shown in Figure 
1.2 Obviously, disbursement categories 
may be subdivided or combined as much 
as the analyst desires, so long as the en- 
tire budget is accounted for. The illus- 
tration used shows values in terms of 
annual rates of disbursement for each 
category. 


Two—Disbursement pattern derives from 
many individual purchasing decisions 


Typically there is no single all-inclu- 
sive decision point for the consumer’s 
disbursement pattern. Rather, the per- 
son must choose whether or not to buy 
an item whenever an expenditure op- 
portunity presents itself. This can be 
illustrated by a hypothetical case of a 
workman earning $200 per month. Let 
us assume that he has just received his 
pay and happens to stroll by a store 
displaying a $200 suit which pleases him 
very much. He greatly desires the suit 
and has funds available to buy it; a 
choice must be made. A short-sighted 
man in such a situation might give in 
to his desires and make the purchase 
(such cases have been known to occur). 
By thinking ahead, however, he realizes 
that spending his entire pay check now 


2 This does not mean that consumers necessarily cal- 
culate their disbursements in a budgetary manner. 
Rather, it means that every expenditure or saving is re- 
flected in the person’s disbursement pattern. 


would mean depriving himself and fam- 
ily of other things desired during that 
month which are more preferable to him 
than that suit. Accordingly, he resists 
spending his pay check for the item in 
question, and passes on—to be con- 
fronted in turn by a steak in the meat 
market, an insurance salesman, etc. Pur- 
chasing decisions such as these occur 
throughout the course of the consumer’s 
income period, and the choices made are 
affected by circumstances existing or 
believed to be existing at the moments 
in question. The net total of these indi- 
vidual disbursements then constitutes 
the person’s disbursement pattern. 

This step of the argument is based 
upon empirical observation, e.g., the 
discovery that it is nearly impossible to 
maintain a rigid detailed budget.* The 
latter constitutes an attempt to have 
one point of decision for all of one’s 
disbursements—the day when the budg- 
et is constructed. 


Three—Purchasing decisions involve psy- 
chic conflict 


The underlying basis for an actively 
made consumer choice is an internal con- 
flict between a person’s desire for the 
item in question and his resistance 
against making that purchase. If the 
former is greater than the latter, the 
expenditure will be made, and vice 
versa. The psychologist Kurt Lewin has 
explained this relationship as follows: 
“The buying situation can be character- 
ized as a conflict situation. Food 1 might 
be attractive, that is the force... to- 
ward eating is large but at the same 
time the food might be very expensive 
and therefore the opposing force... 


3 See E. F. Donaldson, Personal Finance (New York: 
The Ronald Press Co., 1948), pp. 78-79. Also see House- 
hold Finance Corporation, Money Management for the 
Family (pamphlet published by the Household Finance 
Corp., Chicago, 1948), pp. 8-9. 
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against spending money is large too. Food 
2 might be unattractive but cheap. In 
this case the conflict would be small. 
The force toward buying might be com- 
posed of a number of components, such 
as the buyer’s .. . likes and dislikes, or 
his ideas about what food is ‘essential.’ 


of readiness to spend a certain amount of 
money we now turn to utility theory. 
As illustrated in Figure 2, the distance 
oa (height of the “resistance line’) 
represents the amount of resistance 
which must be applied against the ex- 
penditure of any dollar if the consumer in 


Taxes 


ab 


Gifts & 
Contributions 


Medical Clothing 
(inels auto 
Equipment 


Fic. 1. Average disbursement pattern for families of two or more persons, in cities, for $2770-$3270 income class, 
in 1944. The heavy circle nearest to the center is the zero position. The amount disbursed is represented by the dis- 
tance along an axis from the zero point—measured by the concentric circles. Positive disbursements are shown out- 
side of the zero value circle, while negative disbursements (dissaving, debt increase, sale of property, etc.) would be 
shown as falling inside of the zero value circle. (Data taken from: U. S. Dept. of Labor, Bureau of Labor Statistics., 
“City Family Expenditures and Savings in 1944,” LS 46-1326, Dec. 9, 1944.) 


“The opposing forces might be due to 
the lack of readiness to spend a certain 
amount of money, a dislike of lengthy 
or disagreeable form of preparation, un- 
attractive taste, lack of fitness for the 
occasion, etc. Food is bought if the total 
force toward buying becomes greater 
than the opposing forces... until the 
food basket is filled.’”* For an explana- 
tion of what determines a person’s lack 


‘ Lewin, op. cit., p. 332 


question is to obtain the most efficient 
possible use of his funds. This leads to 
the conclusion that the intensity of a 
person’s resistance to the expenditure 
of money is primarily a function of two 
elements: (a) the number and strengths 
of his desires, and (b) the funds available 
to him. Hence, if middle income families 
have a higher ratio of desires to income 
than either low or high income families, 
the importance of money to them (resist- 
ance against spending) would tend to be 
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greater than for the other income classes. 
Evidence for this supposition is provided 
by Lewin’s findings regarding the con- 
flict ratings of various income groups 
for food, namely that “... the average 
conflict rating is considerably higher in 
the middle group (7.44) than in the high 
(4.35) or the low economic group (5.62). 
This conflict is probably the result of 


Clothing 


Housing 


highest indifference curve which it 
touches (the equilibrium situation). It is 
self-evident that in a dynamic economy 
the maintenance of high disbursement 
efficiency requires that the consumer 
adapt continuously to changing situa- 
tions. For that to be accomplished new 
purchasing (and saving) decisions must 
be made each time that changes occur in 


"Resistance line" 


Health 


Misc. 


Savings 


(Horizontal axes represent amount of disbursement per month) 


Fic. 2. Marginal utility explanation of the determination of consumer resistance. Illustration assumes that: (a) 
person earns $200 per month, (b) person makes no disbursement other than those listed, (c) the above marginal 
utility curves accurately expresses the person’s desires, (d) prices remain constant over the period concerned, (e) 
expectations do not change, (f) complete absence of budgetary frictions, (g) optimum disbursement is achieved. 


Under these circumstances the consumer in question will apply oa of resistance to each dollar disbursed (marginal 


utility of money to him). 


the greater discrepancy between the 
standards this group would like to keep 
up and their ability to do so in a situa- 
tion of rising prices.’”® 


Four—Active psychic conflict is necessary 
for high disbursement efficiency 


Disbursement efficiency is here defined 
as the percentage relationship between 
the amount of funds actually disbursed 
by a person (the denominator) and the 
smallest amount of funds which could 
have given him equal satisfaction by 
being utilized in the most satisfying of 
all possible ways (the numerator).® In 
terms of preference theory, maximum 
disbursement efficiency is achieved when 
funds are allocated in a manner such 
that the price line is just tangent to the 


5 Lewin, op. cit., p. 332. 
6 The closer this ratio is to one (or percentagewise, 
to 100 per cent) the higher the disbursement efficiency. 


prices, income, expectations or products 
In short, an active desire-resistance con- 
flict is the consumer’s means for effi- 
ciently allocating his funds. This proposi- 
tion follows logically from the preceding 
postulates. 


Five—Rigidities: Consumer tendency to 
minimize psychic conflict 

An active desire-resistance conflict in- 
volves psychic effort which is undesir- 
able to the consumer.? To avoid such 
effort people tend to adopt simplifying 
behavior patterns such as habits or arbi- 
trary guides: briefly, in a recent study 
of thirty families in the Greater Boston 
area it was discovered that each of the 


7 This simply is an application of Freudian theory 
which holds that an internal psychic conflict is the basis 
of neurosis. See Sigmund Freud, 4 General Introduction 
to Psychoanalysis, translated by Joan Riviere (New 
York: Garden City Publishing Co., Inc., 1943), pp. 305- 
308 and 313-315. 
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housewives interviewed generally fol- 
lowed a practice of purchasing food 
either in physical or in monetary terms 
rather than carefully to weight price and 
quantity every time that they shopped. 
Purchasing in physical terms involved 
following a certain menu pattern, and 
then simply keeping the pantry shelf 
stocked. Hence, as food prices varied 
their total food bill changed accordingly. 
Buying in monetary terms involved a 
decision to spend a certain amount of 
money for food per month or week. 
Then, as food prices changed, persons 
who bought by this method adjusted 
their food purchases so as to keep their 
food bill constant. In either case these 
arbitrary guides were not followed blind- 
ly, but tended to be adjusted when prices 
or income changed beyond a certain 
point—the reaction threshold.*® 

Whenever people buy by habit or fol- 
low some arbitrary guides they can side- 
step active decision making. In this 
way they manage greatly to reduce the 
amount of psychic effort which an ex- 
tremely efficient allocation of funds 
would entail, but the achievement of 
such simplification is generally done at 
the expense of efficient buying. Common 
sense suggests that habit patterns or 
arbitrary guides can be employed only 
for expenditures that are made with 
some degree of regularity. 
Six—Rigidities: Impositions, commit- 
ments and indivisibilities 

Following habit patterns and arbi- 
trary guides constitutes one form of dis- 
bursement rigidity. In addition there are 
externally imposed requirements such 
as union dues, taxes, etc.; past com- 


8 The reaction threshold is a psychological concept. 
It is to the effect that a certain amount of stimulus is 
required before a response will be induced. See C. L. 
Hull, Principles of Behavior (New York: Appleton- 
Century-Crofts, Inc., 1943), pp. 322-330. 


mitments like installment charges, mort- 
gage payments, insurance payments, 
etc.; and finally, item indivisibility 
where all-or-none expenditures are in- 
volved. Rigid expenditures adjust im- 
perfectly if at all when income or prices 
vary; consequently other items within 
the budget must compensate for such 
changes. To illustrate, if a housewife 
buys food in physical terms, her food 
bill increases when food prices rise; 
something else must adjust sufficiently 
to offset this added expenditure—one 
possibility is that she will save less. That 
item (or disbursement) which the con- 
sumer uses to compensate for such 
changes may be thought of as a residual 
claimant within the budget. 

In the writer’s survey of thirty fami- 
lies in the Greater Boston area, it was 
found that slightly over half of those 
families treated savings as their residual 
claimant.® Other disbursement cate- 
gories also were treated in this manner, 
e.g., housewives who followed a policy 
of spending a definite amount of money 
per time period for food tended to use 
particular food items as the adjusting 
claimant. The result was that when some 
food prices declined those housewives 
reacted by buying more of the residual 
items (e.g., substituting frozen for 
canned vegetables), and vice versa. On 
the other hand, several married students 
at the University of Connecticut have 
stated in personal conversations that 
they treat food as a residual claimant 
to their budget as a whole. Thus, the 
magnitude of their other expenditures 
during the month determines whether 
they eat roast or hamburger. Obviously, 
there is a great deal of room for research 
on this subject. 

It is important to note that disburse- 


°W. J. Bilkey, 4n Analysis of Consumer Expenditure 
Behavior, Ph.D. thesis, Harvard University, 1950, pp. 
160-163. 
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ment rigidities are not necessarily com- 
pletely inflexible. As income, prices, ex- 
pectations, product alterations, etc., 
change beyond a certain point, rigidities 
cause the consumer’s expenditures to be- 
come increasingly inefficient. Eventually 


Initial situation: 


Person’s valence and disbursement situation imme- 
diately before the income decline. 


Intermediary situation: 


Income declines by 47, which adds 4—’s to each cate- 
gory. Due to lags, savings declines by 47; this adds 4+-’s 
to & eliminates 4—’s from savings. Net, this: (a) for 
savings, adds 4+’s & leaves —’s unchanged, and (b) 
for each of the other categories, adds 4—’s. This moves 
food & clothing over the reaction threshold. 


Final situation: 


Food & Clothing expenditures each decline by 27; 
savings increase by 47 over intermediary situation. Net, 
this: (a) for food, adds 4+’s & eliminates 4—’s, (b) 
for clothing, adds 4+’s & eliminates 4—’s, (c) for sav- 
ings, eliminates 4+’s & adds 4—’s. 


Seven—The model: Vector pressures and 
consumer reactions 

By combining the concepts of psychic 
conflict and budgetary rigidities it ap- 
pears that a consumer’s disbursement 
situation could be described for any 


Fic. 3. Vector diagrams relating to case 1. Shows reactions to an income decrease where person buys in monetary 


terms. Solid lines show disbursements at each respective situation; to compare changes, broken lines show initial 
disbursements. Disbursements are indicated in terms of annual rates. 


this leads him to adjust these rigidities 
so as to obtain greater efficiency in the 
use of his funds. This may mean altering 
habits, varying his arbitrary guides, ad- 
justing his commitments, etc. It appears 
that such changes are made in accord- 
ance with the reaction threshold concept. 


given moment in terms of the intensity of 
his desires to maintain or to increase 
each of his disbursements (or to make 
new ones) vs. the intensity of his resist- 
ance against making such disbursements. 
This relationship is illustrated in Figure 
3. It further appears that the consumer’s 
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reaction to price changes, income 
changes, innovations, advertising, ex- 
pectations, and the like depends upon the 
way in which these influences affect the 
vector strengths of his desires for and 
his resistances against changing each 
disbursement.’ The latter relationship 
will be brought out by means of two 
hypothetical cases which will be pre- 
sented shortly. 

First, however, the meaning of the 
diagrams used in Figures 3 and 4 should 
be explained. The arrows pointing out- 
ward (with positive valences) represent 
vectors pressing for increases in each 
respective disbursement—desires. The 
arrows pointing inward (with negative 
valences) represent vectors pressing for 
decreases in each respective disburse- 
ment—resistances. The valences repre- 
sent intensity strengths of the vectors 
to which they relate. To account for the 
reaction threshold adjustment of budget- 
ary frictions, the diagrams assume that 
there must be a preponderance of five 
valences of a given sign to induce an 
adjustment of the person’s disburse- 
ment pattern. (E.g., if there are fifty 
positive valences toward increasing food 
expenditures and only forty-five nega- 
tive valences against such an increase, 
the increase will occur. If, however, there 
are fifty positive valences and forty-six 
negative valences, the increase will not 
take place.) 

Each of these figures contains three 
diagrams which might be thought of as 
successive frames of a film strip. The top 
one represents the person’s subjective 
and objective situation immediately be- 


10 Clawson’s statement on this matter is that “... 
there are usually several regions (wants) under tension 
at one time, some lying along one pathway, others along 
alternative pathways. Corresponding to the strengths, 
or valences, of these tensions, vectors operate on the 
consumer impelling her or him toward regions of posi- 
tive valence... and away from regions of negative 
valence. .. ,” op. cit., p. 49. 


fore the price or income change occurs. 
The bottom diagram represents his sub- 
jective and objective situation immedi- 
ately after having reacted to the change 
in question. The middle one is merely an 
intermediary stage or a bridge connect- 
ing the person’s initial and final situa- 
tions; it indicates what subjective and 
objective adjustments take place to 
bring about his final reactions to these 
changes. Although evidence on the mat- 
ter is not available as yet, it is presumed 
for purposes of this hypothesis that the 
intermediary stage is of no more than a 
few moments’ duration. The sequence 
followed in the diagrams are initial situa- 
tion, intermediary situation and final 
situation. This, of course, is an applica- 
tion of the method of comparative stat- 
ics; by means of it we obtain a simpli- 
fied dynamic approach to the analysis 
of consumer behavior. 

To bring out the implications of the 
argument presented thus far, two hypo- 
thetical cases now will be constructed. 
The valence relationships used in these 
cases are taken from Figures 6 and 7. 

Case I—This case shows the effect of 
an income decrease (see Figure 3). The 
assumptions used are that: (a) the per- 
son purchases items in monetary terms, 
(b) his income declines from its initial 
level by four gamma dollars worth per 
year (sufficient to increase his resistance 
against spending by four negative va- 
lences for each category—see Figure 7), 
(c) all prices remain constant, (d) taxes 
are fixed, (e) savings are treated as a 
residual claimant within changes of plus 
or minus two gamma, and as an active 
claimant beyond those limits—see the 
savings diagrams in Figures 6 and 7, 
(f) there is no change in advertising and 
no product innovation, (g) the person’s 
tastes remain constant, (h) he expects 
that the new income will continue but 
all other expectations remain constant, 
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and (i) his valence and expenditure rela- 
tionships are as indicated in the initial 
situation of Figure 3 and in Figures 6 
and 7. Under these circumstances there 
is an increase of four negative valences 
for each disbursement category. The im- 
mediate effect is for all of the person’s 
expenditures to remain constant, and 
for the rate of savings to decrease by the 
full amount (four gamma). This moves 
him over the reaction threshold to spend 
less for food and for clothing, and raises 
the intensity of his desire to increase 
savings above the rate prevailing during 
the intermediary situation. In the final 
situation he reduces food and clothing 
expenditures by two gamma each (which 
is equal to the income decline), and the 
rate of saving then increases back to 
the initial amount. 

The common sense behind the above 
formal analysis is brought out by Due- 
senberry’s empirical explanation of the 
effects of an income decline. He argues, 
“Suppose a man suffers 50 per cent re- 
duction in his income and expects this 
reduction to be permanent. Immediately 
after the change he will tend to act in 
the same way as before. When the situa- 
tions which led him to make expendi- 
tures before recur, he will continue to 
respond by making the same expendi- 
tures. But if he does this for a time he 
will find that his assets are being re- 
duced; or if he had none he will find that 
late in the income period he has to fore- 
go purchases which seem more important 
than those made earlier. In retrospect 
he will regret some of his expenditures. 
In the ensuing periods the same stimuli 
as before will arise, but eventually he 
will learn to reject some expenditures 
and respond by buying cheap substitutes 
for the goods formerly purchased. Even- 
tually he will reach a new consumption 
pattern such that he will not, in retro- 
spect, regret any of his expenditures.” 


Before proceeding to the next case a 
few general points should be noted. 
First, changes in either income or prices 
theoretically would affect a person’s neg- 
ative valences; e.g., a price rise should 
tend to increase one’s resistance (nega- 
tive valences) for the category or item 
in question, while a price decline should 
decrease one’s resistance for that cate- 
gory. Changes in expectation regarding 
income or prices likewise should effect 
negative valences. Second, an increase 
of advertising or a product improve- 
ment theoretically would tend to in- 
crease a person’s desires (positive val- 
ences) for the category in question. That 
in turn should induce him to allocate 
more to that disbursement category 
than he otherwise might. Third, when 
certain elements of the consumer’s dis- 
bursement pattern are inflexible (due to 
taxes, past commitments, etc.), whatever 
budgetary adjustments occur must take 
place among those categrories which can 
be varied. Therefore, the greater the 
number of inflexibilities within the bud- 
get, the more pronounced must be the 
variation within the flexible categories 
when changes occur in income, prices 
or expectations. The third point 1s a 
simple mathematical truism. 

Since the vector hypothesis can han- 
dle many different changes occurring 
simultaneously, separate cases will not 
be presented to show the independent 
effects of changes in prices, advertising, 
product innovation and fixed commit- 
ments. Such omissions are necessary to 
save space. Instead, only one more case 
will be given, but in it the effects of 
several of the above changes will be 
indicated. 

Case II—This case illustrates the com- 
bined effects of an income decline, a 


"James S. Duesenberry, Income, Saving, and the 
Theory of Consumer Behavior (Cambridge: Harvard 
University Press, 1949), p. 24. 
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food price decrease and a product in- 
novation for a person who buys in physi- 
cal terms (see Figure 4). The assump- 
tions are that: (a) all prices except food 
remain constant, (b) food prices decline 


Initial situation: 


Person’s situation immediately before c hanges occur 


Intermediary situation: 


Income decline adds 2—’s to each category. Food 
costs decline by 17 (eliminates 2—’s from food) which 
reduces living costs by 1y (eliminates 1— from every 
category). New garment adds 2+’s to clothing. Net, 
this: (a) for food, eliminates 1—, (b) for clothing, adds 
2+’s & adds 1—, (c) for all other categories, adds 1—. 
This reduces food and savings by ty each, and moves 
misc. category over reaction threshold. 


Final situation: 


Miscellaneous reduced by 1y (adds 2+’s & eliminates 
2—’s from misc.), and savings increases to original 
amount. 


remain constant—person anticipates 
that new prices and income will continue, 
(g) person purchases items in physical 
terms, (h) the product innovation is a 
new garment—very fashionable, and (1) 


Taxes 


(Dist.—equals 27 dollars worth disbursed) 


Fic. 4. Vector diagrams relating to case II. Shows combined effect of an income decrease, a food price 
decline and a new garment innovation for a person who purchases in physical terms. 


by one and one half alpha which reduces 
his food costs by one gamma, (c) except 
for desiring the new innovation, tastes 
remain the same, (d) taxes are fixed and 
housing expenditures are inflexible be- 
cause of a mortgage, but all other dis- 
bursements are flexible, (e) income de- 
clines by two gamma, (f) expectations 


his vector situation is as illustrated in 
Figure 4. Referring to Figure 7, we note 
that under these circumstances the de- 
creased income adds two negative val- 
ences to each category, and the food 
price decline eliminates two negative 
valences from food and one negative 
valence from all other categories. By 
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assumption the new garment innovation 
increases the person’s desire for clothing 
by two positive valences. Hence, the 
income reduction is neutralized for both 
food and clothing; expenditures for the 
latter remain constant although there 
may be substitution between different 
clothing items. As a net result the reac- 
tion threshold adjusts only for the mis- 


nateness within specifiable small limits; 
e.g., in the final situation of Case II, 
expenditures for the miscellaneous cate- 
gory might have been reduced by any 
amount ranging between .o1 y and 2.49 
y depending on circumstances not yet 
considered; savings would have com- 
pensated for whatever change actually 
occurred. This is illustrated in Figure 5. 


(Dist.—equals 27 dollars worth disbursed) 


Fic. 5. Diagram showing how the final stage of case II (Fig. 4) should appear when account is taken of the range 
within which disbursement changes might occur. The corresponding ranges of valence changes also are shown. 


cellaneous category. The combined de- 
crease in expenditures for food (one gam- 
ma) and for miscellaneous items (one 
gamma) then is equal to the income de- 
cline, and no further adjustments occur. 

By means of the preceding two cases 
an effort has been made to explain the 
main features of the vector hypothesis. 
For ease of presentation all disbursement 
changes were given in unique single- 
valued amounts; that, however, was an 
over-simplification. Owing to the reac- 
tion threshold element in consumer be- 
havior, disbursement changes theoreti- 
cally are subject to a range of indetermi- 


The extent of this range of indetermi- 
nateness for any problem depends upon 
the relationship between the preponder- 
ance of valences which must exist before 
the threshold will be crossed (the preced- 
ing cases assumed five) and the slope of 
the curves shown in Figures 6 and 7. 
Where within this range the expendi- 
tures actually will occur depends upon 
such things as institutional circum- 
stances (e.g., item indivisibility), se- 
quence of events, momentary caprice, 
etc. The extent of this range in practice 
is unknown now, but its presence is in 
harmony with empirical observation. 
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Eight—The model: Valence relationships 

Since very few data are available on 
the matter of valence relationships, our 
arguments concerning them must be 
based largely on a priori reasoning. From 
the theory of item attributes we surmise 
that a person’s desire for an item is a 


sity of the person’s resistance against the 
purchase of oleomargarine would be 
listed as forty negative valences. 

Figures 6 and 7 are shown only to 
provide data necessary for the solution 
of the hypothetical cases given in the 
preceding section; they do, however, 
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Fic. 6. Positive valences. Horizontal axes show changes in value of consumption; vertical axes show changes in 
positive valences. Each diagram indicates changes in positive valences for the category in question which result 
from corresponding changes in value of consumption of that category (using specified prices). All figures relate to 


changes from the value of consumption to which the person is currently adapted. 


resultant of his subjective net evaluation 
of its desirable and undesirable attri- 
butes. Positive valences as used in the 
vector hypothesis therefore refer to net 
positive valences. To illustrate, suppose 
that a person has a total of sixty positive 
valences for oleomargarine, ten negative 
valences against it because of social 
stigma and forty negative valences 
against it because of cost; under such cir- 
cumstances this hypothesis would refer 
to the intensity of his desire for the 
purchase of oleomargarine as being fifty 
positive valences (sixty minus ten). By 
the same token, negative valences as 
used here relate only to those circum- 
stances which affect the consumer’s budg- 
et; for the above illustration the inten- 


raise two questions. First, are the va- 
lence relationships for each category real- 
ly independent of the disbursements for 
other categories, as those diagrams im- 
plicitly assume? Second, how stable are 
these relationships over time? Regarding 
the first question, empirical observation 
suggests that changes in disbursements 
for one category will not appreciably 
affect the valence relationships for the 
other categories unless the change in 
question alters the person’s manner of 
living. The latter is not likely to occur 
when the disbursement changes are com- 
paratively small and the category group- 
ings are broad. Where the opposite situa- 
tion exists, some interdependence is 
highly probable. The second question 
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cannot be answered without further re- 
search. The author suspects, however, 
that these valence relationships tend to 
be reasonably stable over a twelve month 
period. 


the group as a whole. Under such cir- 
cumstances some people always would 
be on the threshold of responding to 
changes. Slight price or income varia- 
tions then might be expected to bring 
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Fic. 7. Negative valences. Horizontal axes show changes in costs or in income; vertical axes show changes in 
negative valences. All diagrams except those for income and cost of living indicate changes in negative valences 
for the category in question which result from changes in disbursements of that category. The diagrams for income 
and cost of living indicate changes in negative valences for every one of the disbursement categories when changes 


occur in income or in cost of living. All figures relate to changes in disbursements (or income or cost of living) from 
those amounts to which the person is currently adapted. 


APPLICABILITY TO GROUPS OF 
CoNSUMERS 


The preceding discussion has been 
confined only to one consuming unit. 
The next question is, how does the hy- 
pothesis apply to groups of consumers? 
The answer to this would appear to de- 
pend upon the similarity of their vector 
patterns. One extreme would be where 
each family has a different pattern so 
that all shades of gradation exist for 


about the reactions which are suggested 
by the smooth slopes of conventional 
demand theory. The other extreme 
would be where every family in the 
group possesses identical vector patterns. 
Then the entire group would respond 
in the same way at the same time, which 
would yield a market demand curve 
having a very pronounced stair-step 
shape. 

Only investigation can reveal the 
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actual relationship of consumers’ vector 
patterns. However, at any one time 
there tend to be social strata, income 
groups, occupational categories, geo- 
graphical or nationality traits, typical 
family sizes, etc. For this reason it seems 
plausible that classifications might be 
made where vector patterns are reason- 
ably homogeneous. If so, analyses could 
be made in terms of consumer groups 
rather than for individual consuming 
units randomly selected. 


MEASUREMENT 


An hypothesis need not be amenable 
to experimental or statistical measure- 
ment to be of value for the understand- 
ing of observed phenomena; the utility 
and preference theories are cases in point. 
However, its pragmatic usefulness can 
be extended greatly if it is capable of 
being measured and objectively verified. 
Whether that can be accomplished for 
this hypothesis has not yet been fully 
established. 

Since the vector hypothesis is based 
upon the psychological doctrine of in- 
ternal conflict, it would seem that we 
might turn to psychology for sugges- 
tions. Relevant to this matter, Kurt 
Lewin has presented data showing the 
conflict rating of various income groups 
for certain food items. His results are 
listed in Table 1. To obtain these figures 
he asked a sample of consumers the 
following three questions: (a) ‘Which 
foods are you already cutting because of 
the increase in the price of food?” (b) 
“If prices continue to rise, which foods 
might you cut?” and (c) “Even if prices 
continue to rise, which foods are you 
particularly anxious not to cut?’ The 
replies given were assigned arbitrary 
weights as follows: (a) a weight of one 


2 K, Lewin, “Forces Behind Food Habits and Meth- 
ods of Change,” National Research Council Bulletin No. 
108, 1943, P. 49- 


to foods mentioned in answer to only one 
of these three questions, (b) a weight 
of two to foods mentioned in answer to 
both questions “‘a” and “‘b”, (c) a weight 
of three to foods nihiial in answer to 
both questions “b” and “c,” and (d) 
a weight of four to foods mentioned in 
answer to both questions “fa” and “‘c.” 
He then classified the respondents ac- 
cording to their incomes, and averaged 
the scores obtained. 


TasBLe 1.—Conr.icr Ratincs of Hich, Mippie anp 
Low Economic Groups ror SPEcIFICED Foop 
Irems—as PresenteD BY Kurt Lewin 


High Middle Low 

Food Group Group Group 
Vetables.. .89 1.44 
-70 89 
65 1.28 95 
94 .67 
-33 -76 


From Kurt Lewin, “Group Decision and Social 
Change,” Newcomb and Hartley, eds., Readings in 
Social Psychology, (New York: The MacMillan Co., 
1946), P. 332. 


The author currently is using a differ- 
ent kind of measuring technique involv- 
ing introspective self-evaluation on a 
thermometer scale. For this project fifty 
families who keep expenditure records 
are being interviewed monthly for twelve 
consecutive months, and the results com- 
pared with their actual expenditures. 
The study is now half finished, and the 
results thus far indicate a fairly high 
correlation between interview findings 
and expenditures. 

Other measuring techniques which 
might be employed are: Rorschach (ink 
blot) tests, hypnosis, depth analysis, 
intensive interviews, and perhaps even 
properly developed questionnaires. (If it 
should turn out that complex clinical 
tests do give reasonably accurate re- 
results, then we might run correlations 
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with less expensive methods to learn 
their adequacy. In this way economically 
feasible methods might be developed.) 
Statistical approaches also are open to 
us—budget studies of selected families 
might be made over a period of time, 
and responses to price, income and other 
changes noted. Several methods might 
be integrated in a particular study, e.g., 
intensive interviews combined with budg- 
etary analysis. 

To simplify our problem, it may not 
be necessary to know the amount of 
change that any individual family will 
make for any disbursement. If only we 
can estimate the number of families who 
are likely to react to particular condi- 
tions, it might be possible to estimate the 
effect upon total demand. Such a pro- 
cedure would be much simpler than to 
attempt to calculate for each family 
both their probable reaction point and 
the probable extent of change. 


APPRAISAL 


On the basis of the preceding dis- 
cussion it appears that the vector hy- 
pothesis has two shortcomings, namely: 

a. It is alimited analysis; it does not at- 
tempt to explain the formation of desires 
nor the way in which they change. We 
are faced, e.g., with the realization that 
desires are subject to adaptation which 
in turn is partially influenced by income 
and prices. Furthermore, desires are af- 
fected by learning so that the consump- 
tion of new items introduces new ideas 
which in turn alter tastes. These problems 
are completely ignored here, yet their 
dynamic importance probably is con- 
siderable. In short, the vector hypothesis 
does not pretend to be an all embracing 
theory of consumer behavior. One con- 
sequence of this is the implicit assump- 
tion that the valence relationships for 
each category are independent of the 
disbursements for other categories. An- 


other consequence is the implicit assump- 
tion that the valence relationships for 
each category are stable over time. 
Whether these and other consequences 
of the limited nature of the vector hy- 
pothesis will lead to appreciable error 
in analysis has yet to be determined. 
However, as more knowledge of consum- 
er behavior is obtained it is hoped that 
this shortcoming can be corrected. 

b. The solutions provided are subject 
to a range of indeterminateness within 
calculable limits; unique answers are not 
given. Whether or not this deficiency is 
important depends upon the extent of 
this range and the purposes for which a 
consumer behavior analysis is desired. 
It is possible, however, that the range of 
indeterminateness can be reduced by 
bringing more institutional considera- 
tions into the analysis. More data are 
needed before a conclusion can be drawn 
on this point. 

The major advantages of the vector 
hypothesis might be summarized as fol- 
lows: 

a. It is consistent with currently ac- 
cepted psychological doctrine. Irration- 
alities and frictions are accounted for, 
yet degrees of rationality are introduced. 

b. By employing the method of com- 
parative statics, it constitutes a simpli- 
fied dynamic approach to the analysis 
of consumer behavior. While the results 
are far from perfect, it at least is a step 
a what the profession generally regards 

“the right direction.” 

c. By placing emphasis upon mone- 
tary disbursements rather than upon 
physical items purchased, it brings con- 
sumer analysis into closer harmony with 
monetary theory then was possible with 
earlier theories. 

d. It is able to account for changes in 
quality of purchases and item improve- 
ment as well as quantity variations. Both 
the utility and preference theories are 


— 
lim 
rel 
liv 
an 
go 
ra 
la 
to 
0! 
a 
4 
ke 
ey. 


THE VECTOR HYPOTHESIS OF CONSUMER BEHAVIOR 151 


limited to analysis of quantities of items. 

e. It isin close harmony with concepts 
relating to the planes and standards of 
living. (This is less true of the utility 
and preference theories.) 

f. It is flexible. Disbursement cate- 
gories may be grouped together or sepa- 
rated as much as the analyst desires. The 
latter extreme is where each one is made 
to correspond to a particular item. 
Furthermore, the categories may be 
placed in forms other than the wheel 
arrangement used in this article; the 
only requirement is that all disburse- 
ments, positive and negative, must be 
accounted for. Influences may be treated 
singly or in combination, and secondary 
effects may be introduced to the extent 


desired. (The latter might be illustrated 
by adding more intermediary stages be- 
tween the initial and final situations.) 

g. The basic feature of the hypothesis 
can be extended to problems other than 
consumer behavior. With little modifica- 
tion, for example, it might be used as a 
theoretical tool for analyzing the be- 
havior of a country in its international 
economic relations. 

We turn now to an area of uncer- 
tainty—is it amenable to measurement? 
That is the very important question, 
and upon it hangs to a large extent the 
pragmatic usefulness of the entire hy- 
pothesis. We are encouraged, however, 
by favorable preliminary results of cur- 
rent research. 
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CUSTOMER PATRONAGE OF A PARENT 
AND NEW BRANCH STORE 


D. F. BLANKERTZ 
University of Pennsylvania 


HE SUBURBANIZATION of our large 
Teities is being well documented. Con- 
trarily, the adaption by retailers 
through branch operations to the chang- 
ing travel orbits of customers has had 
little publication. The history of the 
opening of a Philadelphia department 
store branch, therefore, may have gener- 
al interest to students of marketing. 

An analysis was made of the credit 
records of 852 customers residing in the 
trading area of the branch store; in 
addition, facts, opinions and identifica- 
tion data were taken from mail question- 
naire returns from 55 per cent of these 
customers.! The analysis covers a six- 
month period of 1949-1950 following the 
branch opening and the comparable 
period one year earlier. 

The branch store studied is located in 
the largest secondary shopping center of 
metropolitan Philadelphia in an area 
lying just outside of Philadelphia itself. 
In designing the sample for the study, 
Dr. Ralph W. Breyer had to delimit 
this area. He was aided in this by studies 
made previously by two separate re- 
search agencies and by an analysis of 
branch sales for one week. The area 
decided upon covered most of the 
county in which the branch is located, 
part of an adjacent county and a sec- 
tion of Philadelphia proper lying near 
to the shopping center. 

From 6,448 credit accounts taken at 


1 These data are drawn from the fifth of a series of 
learning-by-doing projects of the Marketing Research 
Classes of the Wharton School of Finance and Com- 
merce. This article is the joint responsibility of the Re- 
search Director of the Store cooperating in the study 
and of the Supervisor of the Study. 
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random (in clusters) those of persons 
residing within the designated bounda- 
ries were taken. Eliminating 55 accounts 
showing no purchases during either six- 
month period to be studied reduced the 
final sample to 852 accounts. The total 
active credit accounts in the suburban 
area before the branch opening was esti- 
mated as 29,800 and the total of their 
business in the year prior to the branch 
opening was approximately $10,000,000.” 


The Fear of Switched Business 


A common fear of management of 
long standing is that a branch will 
switch business from the parent store. 
For example, the policy of the dominant 
store in Detroit in its recent branch ex- 
pansion was reported to be a defensive 
one of “protection” against future shifts 
in shopping and competition rather than 
a means of increasing current sales or 
profits. 

The possibility of switched business 
is a real danger. Department stores have 
large trading areas (the Philadelphia 
store studied gets-nearly half its busi- 
ness from 14 outside counties); nearly 
all persons in these trading areas are 
known to do central-city shopping; and 
the number of customers of an indi- 
vidual store runs to several hundreds of 
thousands. In such an environment the 
provision of a more convenient physical 
location might be expected to shift 
much business away from the established 
store downtown. If most of the branch 
business represents such switching, then 
the additional expense of branch facili- 


‘Figures have been altered for confidential reasons. 
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ties, stocks, and personnel necessarily 
results in an over-all loss for the new 
operation. 

This question of profit or loss was the 
central one proposed by management. 
It had not been answered by a tripling 
of the monthly sales achieved by the 
previous tenant of the new branch site. 
For neither accounting data on actual 
sales nor careful allocation of parent 
buying, receiving, supervisory, and other 
expenses could provide a final answer. 
The key lay in the origins of the branch 
business. 


Business Taken From The Parent Store 


During the first year of branch opera- 
tions 1,800 of the 30,000 accounts were 
switched entirely to the branch.’ An- 
other 7,000 customers took most of their 
business to the branch; and 10,000 more 
made some (less than half) of their pur- 
chases at the branch. Thus 18,900 ac- 
counts—63 per cent of all—were af- 
fected, as was over $2,000,000 of sales. 
These data suggest a sizable loss; they 
are, however, only a partial story. 


Net Change in Business At Parent Stores 


In this instance the paid (and free) 
publicity of the branch opening, credit 
solicitations, and the convenience and 
special appeal of the new branch brought 
many changes. Many old customers in- 
creased their business, many new cus- 
tomers were attracted, and many dor- 
mant accounts were reactivated; and the 
parent shared the benefits in each case 
with the branch. 

The net changes in sales and customers 
of the parent store are shown in Tables 
1 and 2. After all the shifting about, and 
despite the “competition” of a new, 
modern branch on its own home grounds, 


’ For simplicity all data have been translated into 
annual figures and adjusted to cover both cash and 
credit business. 


the distant parent store was able to 
maintain its sales volume from this sub- 


TABLE 1.—CHANGEs IN Business aT Parent Store 
By X Area CusToMERS 


Per Cent 
Change 
(100) 
Customers Switching: 
3-7 
14.0 
2.5 
78.2 
Business Gained: 
New Parent Customers*............... 6.7 
New Branch Customers*.............. 6.1 
Reactivated Customers*............... 5.0 
Increase from Old Customers**........... 4:4 
0.4 
(100.4) . 


* Those new customers not buying exclusively at 
either unit for the entire period were classified in ac- 
cordance with their credit purchases in first month of 
patronage. 

** The parent’s share of increase over prior year's 
business proportioned as the division of all business. 


TABLE 2.—ParenT SToRE CHANGES IN NUMBER 
or X Area CusTOMERS 


Per Cent 
Change 
Customers Lost: 
5.9 
Customers Gained: 
12.2 
13.0 
36.3 
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urban area, and it actually increased its 
number of patrons by 25 per cent. The 
average account, of course, was smaller; 
yet it is plain that the net result was not 
merely the division of old business as 
feared but a sharing of much new busi- 
ness. 


Profitability of the Branch 


Although the suburban area continued 
its population gains and general business 
conditions improved slightly, the only 
important changes in the store’s relation 
with its customers in this area was the 
opening of the branch, increased credit 
solicitation in the area and advertising 
of the branch. In its first year the branch 
did approximately $6,000,000 in volume 
of which 34.5 per cent was switched 
away from the parent, 30.3 per cent 
was the branch’s share of increased busi- 
ness from old customers and 35.2 per cent 
was the branch’s share of business from 
new customers. The net additional busi- 
ness from the area of $6,000,000 can be 
attributed largely to the branch opening. 

The most meaningful summary of re- 
sults achieved is that of how both stores, 
as parts of a merchandising unit, culti- 
vated the patronage of customers in the 
suburban area. These results were: a 41 
per cent increase in the number of active 
accounts, a $9 per cent increase in dollar 
sales, and a 72 per cent increase in pur- 
chase days of customers. Clearly, the 
branch was a highly profitable merchan- 
dising venture. 


Changes in Shopping Patterns 


Although no individual case ever can 
be generalized with safety, it is believed 
that some findings are suggestive, at 
least, of general behavior patterns of 
suburban shopping. 

One of the most notable changes at- 
tendant on the branch opening was the 
increase in shopping done by customers. 


As was mentioned, customers increased 
by 41 per cent and business by 59 per 
cent, but days purchased increased 72 
per cent. All customers taking as a 
group averaged 13.3 purchase days in 
the year prior to branch opening and 
16.3 in the year after—an increase of 
23 per cent. For a traffic-type store this 
increase in the number of times cus- 
tomers appear on sales floors is a happy 
feature of branch operation. Of wider 
interest is that most of this added shop- 
ping represents an addition to the total 
shopping done by customers. 

Based on questionnaire returns, at 
least, customers as a group reduced 
their days of shopping downtown by 
less than 2 per cent (69 per cent reported 
the same number of days, 12 per cent 
more days, and Ig per cent fewer days 
one year to the next). Nor did they de- 
crease the number of different stores 
patronized in downtown Philadelphia or 
in 3 separate suburban centers in the 
suburban trading area. In short, for 
most customers the branch was one more 
department store to shop and not a sub- 
stitute for any of those already being 
patronized. Even of that group, repre- 
sented by 1,800 accounts, which switched 
entirely from the parent to the branch 
store 98 per cent continued to buy from 
downtown department stores. 

The choices of areas in which to shop 
seem to be deep-seated habits not easily 
or quickly changed. The new branch 
failed to deter customers from their 
usual downtown shopping and it failed 
also to find many customers among 
those not already patrons of the shopping 
center. The patterns that were changed 
were not as basic as these. 

Some confirmation of the strength of 
shopping habits is shown by comparing 
branch patronage with length of resi- 
dence in the suburban area. 92 per cent 
of customers whose residence began in 
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1948 or later became branch patrons as 
did only 76 per cent of those whose resi- 
dence began in 1943 or earlier. The 
related figures for the next largest shop- 
ping center in the suburban area were 
36 per cent and 32 per cent. Also, it was 
found that the more recently the account 
was opened the higher were branch ex- 
penditures. 

In sum, perhaps, these data indicate 
that the tides are setting, however slow- 
ly, in favor of the branch store but built- 
up habits favor the downtown shopping 
center. 


Interrelations of Branch and Parent 


Somewhat unexpectedly, this modern 
branch in a large suburban center proved 
to be no match for the drawing power of 
the distant parent store in downtown 
Philadelphia; 63 per cent of the credit 
business of these suburban customers 
went to the parent store; 30 per cent of 
customers in the area patronized the 
parent exclusively and 11 per cent the 
branch exclusively (for credit). Thus the 
parent store got trade from 8g per cent 
and the branch from 70 per cent. The 
same dominance of parent over branch 
was shown in days purchased by custom- 
ers. On an annual basis the exclusive 
patrons of the branch averaged 9.5 days 
of purchase against 11.3 days for exclu- 
sive patrons of the parent. Patrons of 
both stores buying most at the branch 
bought 18.7 days and those buying most 
at the parent bought on 20.5 days. (The 
importance of having customers patron- 
ize both stores is clearly indicated in 
these figures.) 

Mail questionnaire returns showed 
that the competing branch of another 
store in a nearby center in the area also 
was outmatched in a similar way by 
its parent store in downtown Phila- 
delphia. 


Several reasons may be surmised for 


this finding: the smaller scope of branch 
operations, habit, and the operation of 
Reilly’s Law even in respect to similar 
stores of different size. A guess might 
be hazarded, however, that this domi- 
nance of parent over branch represents 
a high-water mark for downtown shop- 
ping versus the expanding secondary 
centers. 

Meanwhile the close correspondence 
of the customer groups of both branch 
and parent stores is an important as- 
pect of inter-relationship. Far from at- 
tracting two separate groups, the stores 
have largely the same group of custom- 
ers; $9 per cent of store customers pa- 
tronized both branch and parent units 
for credit. Should the Philadelphia city 
section of the trading area be eliminated 
(for reasons noted later), then 65 per 
cent of customers patronize both stores 
for credit. On a basis of both cash and 
credit business it was estimated that the 
inter-relationship would be at least 75 
per cent. These facts plus the more fre- 
quent purchases and bigger accounts of 
patrons of both stores, strongly sup- 
ported the basic policy of operating the 
branch with almost identical merchan- 
dise policies, stocks, and prices. Joint 
cultivation of the market by both stores 
seems eminently practical.‘ 


Reilly’s Law 


A striking confirmation of Reilly’s Law 
of Retail Gravitation was found in this 
suburban situation. Substantial evidence 
existed to show that the suburban shop- 
ping center drew customers from the 


4 Lack of space prevents discussion of important dif- 
ferences in behavior by income and age groups and 
other factors calling for a consideration of differentiat- 
ing the branch from the parent in some respects. For 
example, the attacks of E. B. Weiss on “aristocratic” 
branches although undoubtedly right in general can be 
questioned in this case because of the markedly higher 
preference of customers for branch shopping as income 
rises. 
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nearby section of Philadelphia. Even 
though separated by a park strip, trans- 
portation services to the center were 
excellent. The section therefore was in- 
cluded. The sample when drawn re- 
vealed, indeed, that in this section of the 
suburban trading area lived 21 per cent 
of all the stores’ customers in the area. 

Yet later analysis of records indicated 
that for most practical purposes of 
branch planning the section could be 
ignored. With 21 per cent of accounts 
the section contributed less than 6 per 
cent of branch business. Only $1 of 
every $10 spent with the store as a whole 
went to the branch unit; 43 per cent of 
customers in the section traded exclu- 
sively at the downtown Philadelphia 
store, only 4 per cent exclusively at the 
branch. The competing branch store 
mentioned before had no greater suc- 
cess in inducing patronage from this 
section. 

This resistance of customers to moving 
outwards from a city center to buy, 
no matter how close the secondary cen- 
ter or how good the transportation, 
should be an extra warning to those still 
tempted to delimit trading areas by 
drawing circles. 


Automobile Shopping 


No surprise is the finding that the 
mobility and convenience of automobile 
shopping proved an important factor in 
branch operations; 67 per cent of cus- 
tomer families in this suburban area 
owned one automobile and 12 per cent 
owned two or more. Car ownership 
seemed to have no influence on whether 
women shopped downtown or not; but 
it did influence suburban shopping mark- 
edly. For example, one suburban shop- 
ping center was patronized by 14 per 
cent of customers without cars, by 32 
per cent of those with one car, and by 
61 per cent of those with two cars. Of 


the three suburban shopping centers only 
I per cent of non-car families patronized 
all, as did 19 per cent of one-car families 
and 37 per cent of two-car families. 

The wider shopping by car users makes 
their business more competitive (car 
users averaged 42 shopping visits a year 
to the suburban shopping area compared 
to 55 for public transportation users), 
but is well worth seeking, for, despite 
fewer shopping trips to the suburban 
center branch, accounts of car owners 
averaged 18 per cent higher. 


TABLE 3.—MEAns OF SHOPPING TRAVEL TO 
Downtown PHILADELPHIA 


Per Cent Families Having: 
No Car One Car Two Cars 


Public Transportation: 


Usually 97 76 66 

Sometimes 98 g2 83 
Automobile: 

Usually 2 8 17 

Sometimes 3 24 34 


TaBLe 4.—Means or SHoppInG TRAVEL TO THE 
X Suoppinc AREA 


Per Cent Families Having: 
No Car OneCar Two Cars 


Public Transportation: 


Usually 79 38 26 

Sometimes 80 53 30 
Automobile: 

Usually 7 40 67 

Sometimes 9 55 72 
Walk: 

Usually II 4 ° 

Sometimes 13 7 2 


Tables 3 and 4 summarize the differ- 
ences between downtown and suburban 
shopping in means of travel. The deter- 
rents to car use (unavailability of the 
family car during the day, traffic con- 
gestion, and parking difficulties and ex- 
pense) are clearly shown, as well as the 
predominance of car use in the suburbs 
and the importance of store parking 
facilities there. 
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SUMMARY 


The fear of switched business which 
retarded the branch store movement 
(and which still persists) may have been 
exaggerated. This case history suggests 
the ability of branch and parent stores 
together to secure new customers, to 
reactivate dormant accounts, and to 
increase the purchases of old customers, 
with doth stores sharing in the increases. 
Most encouraging, perhaps, is that the 
amount of shopping done by women 
apparently has not been maximized. 
When the convenience of branch loca- 
tion is added to the continued down- 
town shopping, additional store traffic 
is developed. 

Although this branch added to the 
time the store’s patrons spent shopping 
and the dollars they spent, it neither 
attracted new customers to the shopping 
area nor deterred other patrons from 


continuing to shop downtown as before. 

The strength of shopping habits, as 
well as the lesser scope of branch opera- 
tions and the prevailing opinion among 
customers that suburban stores offer 
poor assortments and lesser values, 
seems to explain why downtown parent 
stores outdraw their branches. 

Branch and parent did not attract 
separate customer groups. Rather both 
drew trade from substantially the same 
group. 

Nearby customers in the “buffer” area 
between branch and parent traveled 
most frequently inward to the down- 
town shopping center despite the greater 
travel and time involved. 

The use of family automobiles for 
downtown shopping was a minor factor 
among these suburban customers but 
was a major factor in their suburban 
shopping. 
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A METHOD FOR PRE-EVALUATING 
MERCHANDISE OFFERINGS 


E. L. QUENON 
Aldens, Inc. 


Introduction 


N EVER-PRESENT problem in retail 
merchandising is that of determin- 
ing and predicting consumer demand. If 
a retail organization is to be successful 
in the competitive market, it must offer 
to the consuming public goods of the 
type and quality that are desired. To do 
this, it must have a knowledge of the 
wants and needs of consumers, or at 
least as good a knowledge as its competi- 
tors. 

In a stable market situation, an estab- 
lished retail organization can often quite 
readily detect the wants and needs of 
its customers. By observing the patterns 
of its sales it can satisfactorily forecast 
future demand. It can successfully pre- 
dict that tomorrow’s demand for a given 
article of merchandise will be the same 
as today’s. 

There are situations, however, where 
this elementary method of prediction 
is inadequate. Where a new type of 
product is to be offered on the market, 
there is no experience to use as a guide. 
Where consumers’ preferences are un- 
stable and subject to frequent change, as 
in the case of fashion goods, the policy 
of offering this year what was demanded 
last year is likely to be particularly 
disastrous. Some types of distributive 
operations are such that decisions with 
regard to future offerings of merchandise 
are of vital importance and very difficult 
to make. These decisions may be re- 
quired months in advance of the time 
that the merchandise is actually put 
up for sale, or they may involve con- 
tracting for a large amount of stock at 
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one time. Such decisions should be based 
on the best information available. 

One type of retail organization which 
especially needs an accurate pre-evalua- 
tion of merchandise offering is the cata- 
log (mail) order business. Selection of 
merchandise for the catalog must be 
made months before the catalog is put 
in the hands of customers. Once an 
article is offered in the catalog, it stays 
there until the end of the season, even 
though not a single item is sold. Selection 
of merchandise for the catalog is the 
function of the buyer, who, from his 
experience with the line he is handling, 
and with his knowledge of his customers’ 
preferences, makes the initial decision 
as to what articles are to be carried. 

Once the initial selection has been 
made, the amount of merchandise to be 
stocked must be decided. Therefore, the 
buyer must estimate the number of units 
he expects to sell during a season. A 
wrong forecast on this point means that 
the amount of merchandise carried in 
stock will be either excessive or inade- 
quate. The former situation will result 
in an overstock, and consequent loss of 
profits through job sales; the latter will 
result in omissions and a consequent 
loss of sales. It is desirable to avoid 
both conditions. 

The stocking problem, which is not 
entirely separate from the problem of 
initial selection, is met by the re-buyer 
who, working from past trends and early 
season sales, attempts to predict the 
sales of each item of merchandise, and 
to maintain stocks accordingly. In view 
of this full-time attention given to the 
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problem of maintaining stocks, the neces- 
sity of an accurate pre-evaluation of 
merchandise, before the season, is some- 
what diminished. It is not entirely elimi- 
nated, however, for it is still desirable 
to have some indication of what the 
high-volume items are going to be and 
also what items will not sell at all. Since 
there is necessarily a delay between the 
time a re-order is placed and the time 
that the merchandise is delivered, if an 
item turns out to be extremely popular, 
a loss of sales will result through omis- 
sions. If the item is a poor one and sales 
fall flat, future orders of stock can be 
canceled. Nevertheless the company will 
probably have some surplus inventory 
on hand. 

It would definitely be advantageous, 
then, to have a method available where- 
by the sales of merchandise items in 
some proposed offering (as in a catalog) 
could be pre-evaluated at the time the 
selection of the items for the offering is 
made. A method of pre-evaluation uséful 
in formulating predictions as to sub- 
sequent sales, without the intervention 
of intuitive judgment, is clearly desir- 
able. It is not proposed that such a 
method be used as a substitute for intui- 
tive judgment, but as an aid to it. Un- 
aided intuition, if not always an erratic 
quality, is at least an expensive one. 


Some Mertuops UseEp For PRE- 
EvALuATING OFFERINGS 


The urgency of the problem of pre- 
evaluation, particularly during a “‘buy- 
er’s market,” has led to many attempts, 
both theoretical and practical, to meet 
it. As an example of some approaches 


1 See C. W. Churchman (ed.), Measurement of The 
Consumer Interest (Philadelphia: University of Penn- 
sylvania Press, 1947), Seymour Banks, “The Prediction 
of Dress Purchases For A Mail Order House,” The 
Fournal of Business, Vol. 23, No. 1, January 1950, pp. 
48-57, and U. S. Department of Agriculture, “Women’s 


that have been taken along this line, 
the experiences of a catalog mail order 
firm in Chicago, are cited. The follow- 
ing quotation is from company reports: 


“The first attempt to pre-evaluate the 
popularity of specific catalog items was made 
in July, 1946, with a study of Junior size 
fall coats. Customers were shown a catalog 
page and asked to name a first and second 
choice. The results of this study were not 
successful in pre-evaluating the coats which 
subsequently proved to be the best sellers. 
The correlation between the survey eval- 
uation and the actual sales was only a 
+.16, as compared with a +.44, correla- 
tion between the actuals and the buyer’s 
estimates of the sales of the same coats. 

The second attempt at pre-evaluation also 
utilized a survey method. This time the ob- 
jects of study were fifty Misses Rayon 
Dresses in Catalog 48N. Customers were 
shown catalog pages and asked to rate the 
dresses as excellent, good, etc. In addition, 
customers were asked to rank the dresses 
in order of their preference. The results 


of this study were also adjudged as unsuc- 


cessful. The correlation between the survey 
predictions and the actual sales was +.32 
which, in this case, was better than the buy- 
er’s predictions with a correlation ratio of 
+.10. 

Because of the poor results produced by 
these two surveys, it was decided after the 
second study, that the survey method, 
utilizing interviews of customers, was un- 
satisfactory for the determination of cus- 
tomer preferences. 

The next attempt at pre-evaluation uti- 
lized a pre-seasonal special employee sale of 
thirty-one cotton dresses from Catalog 49B. 
Here it was assumed that employee sales 
would be representative of customer pur- 
chases. The predictions based on this sale 
were quite a bit more promising, yieldinga 
coefficient of +.77 when correlated with 
actual sales from the catalog. This coefficient 
will be somewhat higher when the price 


Preferences Among Selected Textile Products,” Misc. 
Pub. 641 (1947). 
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shift, brought about by the 40% discount 
that was offered at the sale, is taken into ac- 
count. The buyer’s predictions of the sales 
of these same items yielded a correlation of 
only +.05 with actual sales. 

Following this, two pre-evaluation flyers 
were put out, the 49GX for purposes of de- 
termining the relative sales of 49G book 
items, and the 49X to similarly rate certain 
items in Catalog 49NX. The predictions 
made from these two pre-evaluators were 
quite good. For instance, the correlation 
between the 49GX and 49G sales was +.90 
for Misses Rayon Dresses, and +.70 for 
Misses Cotton Dresses. A prediction of the 
relative sales of certain Misses Rayon 
Dresses in the 49NX was made... based 
with some modification upon the sales of 
these items in the 49X flyer. The correlation 
between these predictions and actual sales 
was +.95. 

By this method of pre-evaluation, initial 
buys can be placed with such an accuracy 
that the quantity of merchandise in stock 
will approximate the actual demand for that 
stock within very close limits. . . . Such ini- 
tial buys can be effective only if the pre- 
evaluation estimates are made sufficiently in 
advance of the mailing of the book to be 
useful. 

Thus, it may be concluded that two fairly 
accurate means of pre-evaluation are avail- 
able, the pre-evaluator flyer and the em- 
ployee sale.? The latter of these has been the 
cheaper method in the past. It also has the 
advantage of not requiring as much advance 
preparation. From a practical standpoint 
there is a limit to the number of different 
items that can be pre-evaluated by the 
employee house sale. The possibility of a 
‘conditioning effect’ brought about by the 
continued use of employees for purposes of 
pre-evaluation must also be considered; al- 
though, as long as the method produces re- 
sults, there is no reason to suspect the opera- 
tion of such ‘conditioning.’ The pre-evalua- 
tion flyer, on the other hand, seems to pro- 
duce a little greater degree of accuracy than 
the employee sale (although not always, 


2 It should be noted that these two methods are suc- 
cessful in meeting the rebuying problem only. They are 
of little or no use at the point of initial selection. 


e.g. Misses Cotton Dresses) but at a higher 
cost. The flyer can be used to pre-evaluate a 
large number of items. It has been learned, 
though,...that the pre-evaluation flyer 
does have its snares and pitfalls. It must be 
given a wide enough circulation to pull a 
‘significant’ number of orders. ... In addi- 
tion, the layouts must be similar, or identical 
if possible, in both the pre-evaluator and the 
subsequent catalog.” 


In his article, ““The Prediction of Dress 
Purchases For A Mail Order House,” 
Banks? makes a distinction between 
homogeneous and heterogeneous articles. 
He refers in this case to the various 
use-groups of dresses, as defined by size 
range, price range, and type of dress 
(such as casuals, housedresses, etc.) Two 
different surveys are described, based on 
data gathered by a mail order house. 
In the first, pictures of six dresses were 
submitted to a sample of customers. 
These six dresses were heterogeneous with 
regard to size range, price, and type of 
dress. The correlation of the per cent of 
first choices with the number of units 
actually sold was +.815. In the second 
survey, 108 dresses were classified into 
9 groups, homogeneous with regard to 
price range and type of dress. The intra- 
group correlation of the per cent of first 
choices with the actual sales averaged 
+.492, and ranged from +.859 to 
+.015. One of the principal reasons for 
the superiority of the results of the first 
survey over the second, according to 
Banks, was the heterogeneity of the 
articles dealt with by the first survey. 

Consumers’ preference as among the 
articles of a homogeneous group is 
based on the quality and style character- 
istics of those articles, plus the more ir- 
rational aspects of brand preference and 
advertising appeals. Preference as among 
the articles of a heterogeneous group 
will be based not only on these same 
quality and style characteristics, but 


* Op. cit. 
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also on considerations of consumers’ in- 
come, size distribution of the popula- 
tion, and other factors of a sociological 
nature affecting the popularity of the 
various general types of an article 
(dresses). This is not to say that the 
various methods of pre-evaluation here 
reviewed are not helpful in pre-evaluat- 
ing consumers’ preference among use- 
groups; that problem has by no means 
been solved. Such pre-evaluation, how- 
ever, can probably be made satisfac- 
torily by limiting consideration to eco- 
nomic and sociological factors, without 
the necessity of a special study. The 
core of the problem, when stripped of 
these economic and sociological factors, 
is the determination of the preference of 
consumers as among different articles in 
the same general use-group. It is, in 
other words, the ability to predict the 
sales of individual articles in a homo- 
geneous group. 


Critique of Methods Used 


The foregoing methods of pre-evalua- 
tion, which have been used with varying 
degrees of success, have been similar in 
one respect. The approach in each meth- 
od has been to have the customer make 
a selection among a number of specific 
items, whether those items have been 
presented in preliminary picture form 
in a field survey or as offerings in a pre- 
evaluation flyer. The information ob- 
tained, then, has been an expression of 
preference among a selection of specific 
items. No analysis of the factors under- 
lying these preferences for specific items 
has been made. The task of relating 
preferences to the quality and style 
characteristics of the specific items has 
been left to individual interpretation, 
if it has been done at all. Consequently, 
no statement could be made, based on 
these studies as to the relative prefer- 
ence for a given item if it were to be 
presented as a member of another group 


in which the alternative offerings were 
different. This point is of importance 
because of the fact that the alternatives 
offered to the consumer in any pre-sea- 
sonal pre-evaluation test are inevitably 
different from the alternatives that exist 
at the time the purchasing is done. Thus, 
if a group of, say, 20 dresses were pre- 
sented for pre-evaluation to a panel of 
customers, in advance of the time that 
they were put up for sale, an expression 
of the relative popularity of those twenty 
dresses could be obtained. When the 
twenty dresses appear in the catalog, 
however, the offering may have been 
increased from the original twenty to a 
group of fifty or more. Further, the 
customer has the alternative of purchas- 
ing a dress from another catalog or from 
a retail store. This means that the con- 
sumer has a much wider selection of 
dresses in an actual buying situation. 
The demand for an item that is extreme- 
ly popular in the pre-evaluation survey 
may be pulled-away by other items, simi- 
lar to it, which were not included in the 
survey. 

Except in the pre-evaluation flyers, 
the conditions surrounding the expres- 
sion of consumers’ preference in a pre- 
evaluation survey, and the conditions 
under which goods are actually pur- 
chased, are not comparable. Price is 
brought into the picture only indirectly, 
if at all. Even though prices appear on 
the pictures that are used in a survey, 
the limitation that income places on 
actual purchases is not brought into 
play, and the preferences expressed are 
likely to be tinted with wishes. Wishes 
may mean little either to the consumer- 
buyer or to the seller when an actual 
purchase is made. 


THe NCRC Metuop 


The pre-evaluation method* proposed 
here was designed by a National ,Con- 
sumer-Retailer Council Committee com- 
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posed of consumer experts in the cloth- 
ing and textile fields and of representa- 
tives of the Infants’, Children’s and 
Teens’ Wear Buyers’ Association. It was 
designed along lines suggested by Ruth 
W. Ayres, Managing Director of the 
Council, and Taylor Henry, the Council’s 
Director of Information. 


Advantages of the Proposed Method 


The proposed method is designed to 
obviate the difficulties of methods in 
current use. It is based on an evaluation 
of articles already in the possession of 
the consumer. Analysis proceeds by 
breaking down the preference expressed 
for each article into its components of 
quality and/or style, and determining 
the consumer’s preference for each of 
these factors. The preference for these 


factors can be synthesized into an evalu-~ 


ation of a specific article. Thus, the 
articles of any given group can be evalu- 
ated and compared as to their relative 
popularity. The study is not limited, 
then, to the consideration of specific ar- 
ticles, selected for pre-evaluation at the 
beginning of the survey. Because of this 
flexibility, the method is much more 
helpful in dealing with the problem of 
initial selection. 

Because this suggested method is 
based on consumers’ evaluations about 
articles that have been previously pur- 
chased by the consumer, the limitations 
of price that are practically impossible 
to introduce in every pre-evaluation 
method except the pre-evaluation flyer, 
are operative in the preferences that are 
expressed. Since the expressions of pref- 
erence are made with full knowledge of 
the price that was paid for each specific 
article, the effect of different prices upon 
each quality level of a particular type 
of goods may be studied. 

Another advantage of the proposed 
method of pre-evaluation is the fact that 
it is best applied to a homogeneous group 


of articles. In fact, the selection of the 
articles to be analyzed is based on the 
use to which those articles are put, 
which is what is meant by a homo- 
geneous group—all articles belong to the 
same use-group. It was seen that pref- 
erence as among the members of the 
same use-group is for the most part 
limited to considerations of quality and 
style, which are the terms into which 
preference data are analyzed by the 
proposed method. It is in the prediction 
of the relative sales of a homogeneous 
group of articles that the previously 
described methods of pre-evaluation are 
least successful. 


An Example of the NCRC Method 


The NCRC survey method is as 
ingenious as it is simple. A description 
of an NCRC study of consumers’ prefer- 
ences as regards children’s boxer shorts, 
age sizes 3 to 6X, demonstrates this fact. 
Interviewers merely asked each house- 
wife-respondent to show the one pair of 
children’s boxer shorts that she liked 
best of all those in her possession. This 
garment was then examined according 
to a complete check list of quality and 
style characteristics. Such facts as 
whether the garment was cut in only 
two pieces, was a dark or a light color, 
showed evidence of fading, and so on, 
were noted on a questionnaire sheet. 

Many of the characteristics of an 
article, such as children’s boxer shorts, 
are measurable. They can be described 
quantitatively. Shrinkage, for example, 
can be expressed in terms of the per- 
centage of shrinkage present. Thread 
count of the cloth can be ascertained 
specifically. In an on-the-spot examina- 
tion, such as this method involves, most 
of the characteristics checked are not 
treated as measurable quantities, but as 
being qualitatively present or absent. 
In this case the scale value is taken as 
either o or 1. In cases where it is prac- 
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tical to take a measurement of some 
characteristic, such as thread count, the 
actual scale value of the measurement 
may be recorded. The treatment is 
basically the same in either case. 

When the examination of the garment 
liked best was completed, the inter- 
viewer asked to be permitted to see also 
the one pair of boxer shorts that the 
housewife liked least of all those in her 
possession. This garment was subjected 
to the same examination as the garment 
liked best. Thus this technique produced 
information about characteristics at two 
points on each consumer’s scale of 
preference in children’s boxer shorts. 
The two points were, for practical 
purposes, the two extremes of what the 
consumer considered to be “quality” in 
boxer shorts. 

Upon completion of the interviewing, 
information was available on two groups 
of garments, those liked best by the 
consumers of those garments, and those 
liked least. Presumably, consumers had 
chosen the members of both of these 
groups on the basis of the satisfaction 
they got out of the garments, which is 
directly related to the properties and 
characteristics of the garments them- 
selves. Therefore, certain characteristics 
of the best-liked garments would, on the 
average, be different from the charac- 
teristics of the garments liked least. 
Where such a difference could be de- 
tected for a particular characteristic, the 
indication was that the consumers inter- 
viewed took that characteristic into 
consideration in their judgments about 
quality. 


Analyzing the Data 


The next step was to determine the 
differences between the two groups of 
garments. One of the preliminary forms 
of analysis of the data was to test the 
significance of the mean difference, be- 
tween the two groups, of each quality 


and style characteristic. If a particular 
characteristic had no effect on the judg- 
ment of consumers, that characteristic 
would have tended to appear in the same 
proportion in both groups of garments. 
If it did have an effect, a significant mean 
difference would have appeared. 

For example, it was found that 98 
per cent of the boxer shorts liked best 
were cut in four pieces, as compared with 
only 61 per cent of the garments liked 
least. This is a mean difference of 37 
per cent. The chances are less than one 
in a hundred that a mean difference as 
large as this will appear as a result of 
random variations in a sample of the 
size used here. It may be tentatively 
concluded, therefore, that the number 
of pieces cut is at least one of the charac- 
teristics that the housewives took into 
account in deciding which boxer shorts 
they liked best and which they liked 
least. If this were not so, the boxer 
shorts cut in four pieces would have been 
distributed randomly between the two 
groups, and no significant mean dif- 
ference would have been detected. 

Note that consumers do not even have 
to be aware of the fact that their gar- 
ments are cut in two or four pieces in 
order to have that fact influence the 
judgments that they make. The house- 
wives can, and probably do, think more 
in terms of the performance of those 
garments in use. Thus it may not “look 
right” or it may be “too tight in the 
seat.” The fact remains, however, that 
characteristics such as the number of 
pieces cut are directly related to the 
performance of the garments, and conse- 
quently are also related to the judgments 
that consumers make about the quality 
of those garments. It makes little dif- 
ference what terms are chosen to express 
the preference verbally. This is an ad- 
vantage of the NCRC method over the 
present interview methods which require 
a more complete and a more technical 
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knowledge on the part of the consumer. Taste 1—(continued) 

A list of the quality and style charac- > me 
teristics that formed the basis of the Cent of Cent of 
examinations of the boxer shorts in the Characteristic Ger. Gare Moan 

ments ments Differ- 
survey cited appears in Table 1. The at Sat ae 
mean difference of each of these charac- Best Least 

TABLE 1,—PRESENCE OF CHARACTERISTICS IN SEAMS 
Cuitpren’s Boxer Suorts Lixep Best Types of Seam 
AND LikepD Least Frenched 17 32 “25 
Pinked II 21 —I0 
Per Per Flat Felled 46 18 +28* 
Cent of Cent of M, Thread Durable 97 84 +13 
Gar- Gar- Difer. Slippage 9 20 
Characteristic ments ments iffer- Fabric Ravel at Seams 73 —73* 
Liked Liked Double Needle Stitch, 
Best Least Crotch 60 1 +9 
Double Needle Stitch, 
Fasric Sides 60 23 +37* 
Close Weave 100 68 +32* 
Combed Yarn 16 4 +12* * The probability of obtaining a mean difference as 
Heavy Weight Material 82 78 +4 great as, or greater than this, because of random sample 
Cotor Patrern & SHADE fluctuation is less than 5 per cent. 
Solid Pattern go 68 +22* 
Striped Pattern 6 27 -21* teristics, between the garments liked 
Figured Pattern + 5 —t best and the garments liked least, is also 
Dark Shade 62 +11 
Medium Shade 24 26 —-2 £§iven. 
Pastel Shade 14 23 -9 
Size SHAPED Limitrep-Qua tity RATING 
A more refined method of analysis of 
the data obtained by the NCRC method 
Tub Fade - 37 —30* is available in the linear discriminant 
* . . . . 
5 function.‘ A linear discriminant function, 
Perspiration Fede > in this application, is essentially a 
Presence of Any Fading formula that combines measurements of 
* . . 
—— 19 69 “9 any number of separate characteristics 
Guippers P 6 _; into a single rating of quality. For ex- 
Zippers 21 16 +5 ample, if three characteristics of boxer 
Pearl Buttons si 10 +I shorts, x1, x2, and xs, were to be taken 

Plastic Buttons 22 40 —18 A 
Cur & Fir into consideration in rating boxer shorts, 

Back Seat Too Large 5 29 —24* each would be assigned a weight cor- 

—36" responding with the relative importance 

Front Too Small of that characteristic in consumers’ 

Front Pockets 39 24 +15 evaluations of children’s boxer shorts. 

Back Pockets 41 The formula, then, would be: 

Side Pockets 30 20 +10 

9 14 A-x + C-x3 = Y 

rot in 3 59 

Four Pieces Cut 2 39 me where: 4, B, and C are the weighting 
WalsTBAND coefficients. 

Sewn-in Elastic 80 80 ° 

Elastic All Around go 80 +10* 4R. A, Fisher, Statistical Methods for Research Work- 

Elastic in Back Only 4 II -7 ers (Edinburgh: Oliver & Boyd Ltd., 1946), pp. 285-9, 
Elastic on Side Only 6 9 -3 and George W. Brown, “Discriminant Functions,” 
Fasteners in Front 23 18 +5 Annals of Mathematical Statistics, Vol. 18, December, 


1947, PP. 514-28. 
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Any single pair of children’s boxer 
shorts can then be rated by examining 
it for the three characteristics repre- 
sented by the x’s, and by substituting 
the correct scale value into this type of 
formula. The resultant Y-value ob- 
tained by such a procedure will be 
referred to as the limited-quality rating. 
It is a quality rating in that it is a com- 
bination of the characteristics (and con- 
sequently, of the performance-in-use) of 
an article, weighted by the relative 
preference of consumers for each of those 
characteristics. It is limited in that it 
takes into account only a limited number 
of all the many measurable characteris- 
tics of the article. 

The limited-quality rating derived 
from the linear discriminant function 
has the property of being able to dis- 
criminate to a high degree between the 
garments liked best and the garments 
liked least, as would be expected of any 
true measure of quality. Thus, by 
merely examining a pair of boxer shorts 
for the three characteristics represented 
by the x’s in the formula, an examiner 
could, with the aid of the formula, clas- 
sify each garment either as being liked 
best or as being liked least, and be 
correct in a very high proportion of the 
cases. The percentage of correct classifi- 
cations that can be made by the use of a 
linear discriminant function is known as 
the power of discrimination of that 
function. 

Two guides should be followed in 
determining which of the many charac- 
teristics of an article will lend the great- 
est power of discrimination in a linear 
discriminant function. First, the mean 
differences that have already been ob- 
served are important. Characteristics 
with the relatively greater mean dif- 
ferences between the two preference 
groups should be included in the dis- 
criminant function. Secondly, any of the 
characteristics so selected should be 


eliminated from the function if there 
exists a high correlation between it and 
one or more of the remaining selected 
characteristics. It is those characteristics 
with a high correlation with one another 
that yield little additional information 
when included in a discriminant func- 
tion. 

The normal equations for obtaining 
the discriminant function must take 
into consideration, then, the correlations 
that exist among the characteristics of 
the articles being studied. Specifically, 
the mean difference of each characteris- 
tic (see Table 1) is set equal to a linear 
combination of the variance of that 
characteristic and its covariance with 
every other characteristic that enters 
into the formula. Thus, a set of N differ- 
ent equations will be formed. Variances 
and covariances are computed from the 
pooled data of both groups of articles, 
those liked best and those liked least. 
The weighting coefficients are then ob- 
tained by solving the N equations simul- 
taneously. 

The normal equations for three char- 
acteristics look something like the fol- 
lowing: 


A-Var + B-Cov + C-Cov 

= Zip — 
A-Cov xox; + B- Var xox2 + C-Cov 

= — 
A -Cov + B-Cov + C- Var x3x3 


= — 


where: #:2 stands for the mean scale 
value of characteristic x, in the group 
of articles liked best, and #,, stands for 
the mean scale value of the same char- 
acteristic in the group of articles liked 
least, etc. The variances, covariances, 
and mean differences in the above equa- 
tions are known. The unknown co- 
efficients, 4, B, and C, are obtained by 
solving these equations simultaneously. 

For purposes of demonstration, a 
linear discriminant function has been 
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fitted to five of the properties of chil- 
dren’s boxer shorts. These properties are: 


x1: Close weave 

x2: Solid color pattern 

x3: Shrinkage (absence of) 
x4: Fading (absence of) 
%s: Four pieces cut 


The mean difference of each of these 
five characteristics may be found in 
Table 1. Table 2 shows the correlations 
that exist among these five character- 
istics in the sample data. 


TABLE 2.—CorrELATIONS AMONG Five CHARACTER- 
IsTIcs OF CHILDREN’s Boxer SHorTs 


Close Sid nop Not 


4 
Pat- Pieces 
Weave ae Shrunk Faded Cut 


Close Weave I +.30 +.12 +.24 +.25 
Solid Pattern I +.10 +.49 +.22 
Not Shrunk I +.40 +.37 
Not Faded I +.39 
4 Pieces Cut I 


The normal equations are: 


.1234+.042B+.017C+.041D+.034E =.318 
.0424+.157B+.016C+.015D+.022E=.219 
.0174+.016B+.174C+.083D+.059E=.415 
.0414+.015B+.083C+.244D+.073E=.504 
.0344+.022B+.059C+.073D+.147E =.368 


The solution to these equations gives the 
following function: 


(1) Y= 1.59 x1 + .60 x2 + 1.37 3 
+ 1.01 x4 + .97 %5 


Interpretation of the Limited-Quality 
Ratings 

Any pair of children’s boxer shorts 
may be scored by this formula. In the 
simple example that is here being used, 
the scoring is done by substituting a 
“one” in the x-value for each of the 
above characteristics that are present in 
the garment to be scored, and by sub- 
stituting a “zero” in the x-value if that 
characteristic is absent.’ Essentially, 


this amounts to adding up the coeffi- 
cients that are assigned to each of the 
characteristics that are present in the 
garment to be scored. Thus, for example, 
if Garment 4 (a pair of children’s boxer 
shorts) has been cut in 4 pieces, of a 
close-woven material, and has _ not 
shrunk, but has a striped pattern which 
has faded, its score by the above formula 


would be: 
1.59 + 1.37 + -97 = 3-93 


Another pair of boxer shorts, Garment 
B, may be made from four pieces of 
material with a solid color pattern that 
is colorfast, but the material may be 
loosely woven and have shrunk. The 
score for this garment would be: 


.60 + 1.01 + .97 = 2.58 


It is seen at once that Garment 7 rates 
higher than Garment B. 

What conclusion can be made about 
these two ratings? It will be remembered 
from the previous discussion that this 
discriminant function was computed on 
the basis of two preference classifications, 
the garments were either liked best or 
liked least by users. These two classifi- 
cations are assumed to be points on a 
continuum of varying strengths of prefer- 
ence. It is this continuum that is ap- 
proximated by the Y-values of formula 
(1); the higher the rating of Y, the 
stronger is the preference for the gar- 
ment represented by that rating. Theoret- 
ically then, if consumers were able to 
choose between Garment 4 and Gar- 
ment B in a situation in which price and 
all other variables were the same, they 
would tend to choose Garment 4 with 
a score of 3.93, rather than Garment 
B with a score of 2.58. There are differ- 


5 In the more general case of a characteristic that is 
measurable on a continuous scale, and where the dis- 
criminant function has been computed on that basis, 
the scale value of that characteristic is substituted into 
the formula. 
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ences in the preferences of individual 
consumers, of course, which would re- 
sult in the selection of Garment B by 
some, but they should turn out to be a 
minority. 


Graphic Analysis of Data 


In order to present in a more graphic 
manner what has been described, the 
garments of the original sample have 
been analyzed according to their limited- 
quality ratings. Figure 1 presents the 
results of such an analysis. 

There is a marked difference between 
the average limited-quality rating of the 
garments liked best and the average 
rating of the garments liked least. The 
former is 5.13 while the latter is only 
3.10. There is some overlap in the two 
distributions. If a standard, D, is set at 
4.50 on the limited-quality scale, it may 
be observed that 18.7 per cent of the 
‘ garments liked least in the sample have 
a limited-quality rating that is in excess 
of this standard; and that 10 per cent 
of the garments liked best have a limited- 
quality rating that falls below the stand- 
ard, D. In other words, if the garments 
of the original sample were to be re- 
classified as being liked best when the 
limited-quality ratings of those garments 
are equal to or greater than the standard, 
D=4.50, and as being liked least if their 
ratings are less than D, a correct classifi- 
cation would be made in the case of 85 
per cent of the garments in the sample. 
go per cent of the garments liked best, 
and 82 per cent of the garments liked 
least would be correctly classified. This 
is an example of the discriminating pow- 
er of the limited-quality ratings as ap- 
plied to the sample data. 

As an independent verification of the 
discriminating power of the limited- 
quality ratings, 20 additional interviews 
were made in which 37 pairs of boxer 
shorts (age sizes 3 to 6x) were examined 


for the five characteristics included in 
the discriminant function. The mean 
quality rating of the garments liked best 
was 4.75, and of the garments liked least 
was 3.88.° If the same standard, D=4.50, 
is used to classify the garments of this 
new group, 73 per cent of the garments 
will have been correctly classified as be- 
ing liked best or liked least. 80 per cent 


FP Garments Liked Best 
Garmente Liked Least 


Bander of Oarnents 
~ 


10- 


° 1,00 2.00 3.00 4,00 5.00 
Limited-quolity Rating 


Fic. 1. Sample Distribution of Limited-Quality 
Ratings By Preference Categories. 


of the garments liked best, and 65 per 
cent of the garments liked least will be 
classified correctly. Although this pro- 
portion of correct classifications may be 
inadequate for some purposes, it is a 
statistically significant improvement 
over a random classification and serves 
to demonstrate the validity of the 
limited-quality ratings. 

The discriminating power of the 
limited-quality ratings could be in- 
creased by the inclusion of more char- 
acteristics in the computation of the dis- 
criminant function. The overlap of the 
two distributions (see Figure 1) would 
be decreased. This overlap may be partly 
explained by the omission from the dis- 
criminant function of certain other prop- 


d= 87, sa=.31, t5)=2.81; significant at the per 
cent level. 
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erties which are also the bases of judg- 
ments consumers make about children’s 
boxer shorts. Those few garments liked 
least which fell into the top category 
of the limited-quality scale of Figure 1 
were probably disliked because of the 
presence of some other undesirable char- 
acteristics which were not taken into 
consideration by the discriminant func- 
tion. If those other characteristics were 
to be included in the computation of the 
limited-quality scale, the ratings of those 
garments should be relatively decreased. 
Another cause of the overlap in the two 
distributions of limited-quality ratings 
may be the individual variations of con- 
sumers’ preferences. If some individuals 
maintain higher standards of quality 
than others, there will be a dispersion in 
the quality ratings of the garments liked 
best even if all significant properties 
were to be completely enumerated by 
the discriminant function. 

It is the dispersion of the quality rat- 
ings due to the first cause that may be 
reduced by the inclusion of additional 
characteristics in the limited-quality 
scale. The dispersion that is a result of 
individual variations, the second of these 
causes, is an unavoidable characteristic 
of the phenomenon being studied, con- 
sumers’ preferences, and must, in so far 
as it can be determined, be taken as an 
error term inherent in the quality rat- 


ings. 
RELATING QUALITY TO PRICE 


Having computed the limited-quality 
ratings of the garments of the original 
sample, the relationship of the prices of 
those garments to their quality may be 
studied. A correlation of +.88 was found 
to exist, in the sample, between the 
price of a garment and its limited-qual- 
ity rating. This indicates that approxi- 
mately 77 per cent of the variations in 
price from one garment to the next are 


explainable by variations in quality. The 
coefficient of regression is .61. In other 
words, a difference of one unit on the 
limited-quality scale is accompanied by 
a 61-cents difference in the average price 
at which the garments were sold. 

Two things need to be pointed out in 
this connection. First, the above state- 
ment as to the direct variation of price 
with quality is not to be taken to mean 
that price is a good guide to quality. The 
correlation between price and quality is 
far from perfect. There is a sufficient 
amount of dispersion of the quality rat- 
ings of the garments sold for any one 
price to invalidate such a statement. 
Second, since the limited-quality scale 
is a scale of consumers’ preference, and 
since price is found to be correlated with 
quality, the comparisons among differ- 
ent garments which are implied by the 
different points of a quality scale must 
be understood to be comparisons at the 
prices corresponding to each of those 
quality ratings. The preference of con- 
sumers for a higher quality cannot be 
regarded as a preference between two 
degrees of quality that are available at 
the same price. The preference is for a 
higher quality at a higher price in com- 
parison with a lower quality at a lower 
price. The estimated price that is associ- 
ated with each point on the limited- 
quality scale for children’s boxer shorts 
is given by the following formula: 


Price = — $.82 + $.61 (limited-quality rtg.) 


APPLICATION OF PricE-QUALITY 
FINDINGS TO THE PROBLEM OF 
Pre-EvALuaTION 


It is assumed that there is a functional 
relationship between the quality of an 
article and the volume of sales of that 
article. Consumers’ judgments of qual- 
ity, based on past experience with an 
article, are bound to exert a powerful 


ai 
| 
| 
| 
| 
= 
% 
aq 
& 
; 
“4 


A METHOD FOR PRE-EVALUATING MERCHANDISE OFFERINGS 169 


influence on repeat purchases. These 
judgments may be associated with the 
brand name on the article, with one or 
more characteristics of that article, or 
with the particular retail establishment 
from which it was purchased. The judg- 
ment, or the association, may be either 
first-hand or derived through the experi- 
ence of others. In any case, these quality 
judgments have their effect upon sales, 
even though they are not necessarily the 
only factor affecting sales. 

The limited-quality ratings, as de- 
veloped in this article, are essentially an 
expression of consumers’ judgments of 
quality. The application of these ratings 
to the buyer’s problem, the problem of 
selecting merchandise to be offered for 
sale, consists of two steps. First, the 
relationship between the limited-quality 
ratings and sales is discovered. Second, 
that relationship is used to pre-evaluate 
the merchandise under consideration. 

One method of solving the problem 
calls for the use of a mean difference 
table, such as appears in Table 1. This 
table gives an indication of the prefer- 
ence for or against each of the properties 
of an article, taken separately. The buyer 
could use this information to plan the 
broad general make-up of an offering, 
seeing that the desirable characteristics 
are broadly distributed among the indi- 
vidual items in the line, and that the 
undesirable characteristics are kept to a 
minimum. In selecting a line, the buyer 
must use his judgment to strike a bal- 
ance between excluding articles with un- 
desirable features and yet providing the 
consumer with a wide selection. 

Another method of using knowledge 
of consumers’ preferences to solve the 
buyer’s problem would take advantage 
of the limited-quality ratings. This meth- 
od would be a little more rigorous in 
its application and interpretation, and 
less flexible than the first. In examining 


the offerings, previous to making his 
decision, the buyer can score each article 
he considers by means of a formula of 
the type (1), and obtain the limited- 
quality rating. He also knows, from sur- 
vey data, what price is acceptable to 
consumers for each quality-level of 


This knowledge of price and quality 
relationships offers the buyer an hy- 
pothesis as to the expected volume of 
sales of each specific article he considers. 
Stated simply, the hypothesis is that 
articles with a higher limited-quality 
rating, when sold at the average price 
computed for articles of that quality, 
will have a relatively greater volume of 
sales than articles with a lower limited- 
quality rating, again at the computed 
price for that quality level. The rank 
order of the sales of any number of 
articles in a given use-group can then 
be predicted. 

Experience, gained by observing ac- 
tual sales in a present or even a past 
season, will provide the information nec- 
essary for converting the limited-quality 
ratings from a rank scale into a ratio 
scale. The volume of sales that corre- 
sponds with each point on the price-qual- 
ity regression can be observed and re- 
corded, so that in the future a direct 
transformation can be made from lim- 
ited-quality rating to expected sales. The 
buyer is not, however, limited to knowl- 
edge about the expected sales of his 
goods only when sold at the one set of 
prices represented by the price-quality 
regression. Just as experience will re- 
veal the effect of a variation of quality 
upon the volume of sales, so also will 
it reveal the effect of a variation in 
price. In fact, the relationship of price 
to sales volume is simplified by the fact 
that various articles of a use-group can 
now be distinguished from one another 
as to their quality. 
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If an article of a certain quality is 
sold at a price higher than the “‘accept- 
able” price represented by the regression 
line, sales will not be as great as they 
would be if it was sold at the lower price. 
There is a point, however, where the 
decrease in sales caused by the higher 
price can be offset by an increase in the 
quality of the goods offered at that 
price. In fact, there is theoretically an 
infinite number of combinations of price 
and quality that will produce the same 
volume of sales. These combinations, 
if plotted on a graph with the limited- 
quality scale on one axis and price on the 
other, would lie along a line, a line of 
equal-sales-volume. Similarly, if the 
equal-sales-lines were plotted for other 
sales levels, the graph would appear 
somewhat as in Figure 2. The lines 


Price 


Frice - Quality 
Regression 


Limited-Quality Rating» 


Fic. 2, Relationship of Price, Quality, and 
Sales Volume in Consumers’ Goods, 


labeled with the V’s are lines of equal- 
sales-volume, and V,<V.<V,, etc. 

A price-quality map, such as the one 
in Figure 2, should be very easy to con- 
struct from sales data. There will be 
offered for sale by the same company 
during any one season, a number of 
different price-quality combinations. 
These combinations can be plotted on a 
graph with the actual volume of sales 
noted beside each point. Lines of equal- 
sales-volume can then be drawn free- 
hand by connecting the points of ap- 


proximately equal sales. If articles with 
the same limited-quality ratings can 
actually be regarded as being homogene- 
ous in the eyes of consumers, these lines 
will be of the general appearance indi- 
cated in Figure 2. That is to say, if the 
NCRC technique is actually successful 
in reducing articles of different combina- 
tions of quality and style characteristics 
to a true single-quality rating, the pat- 
terns of Figure 2 will appear consistently, 
within a reasonable margin of error. 

It is obviously necessary that the 
quality and style characteristics included 
in the computation of the limited-qual- 
ity ratings be apparent to the consumer 
at the time of purchase if the preference 
patterns detected by the survey are to 
be operative. Hidden qualities that be- 
come apparent to the consumer only up- 
on use of the article cannot be an effec- 
tive influence upon her purchases unless 
she is informed of their presence or 
absence by a label, catalog copy, or by 
other means. 

The usefulness of the price-quality 
map to the buyer should by now be 
manifest. With this map he has a com- 
plete picture of the elements effecting 
his sales. Not only does he have a guide 
as to what is the best quality level at 
which to offer merchandise to his cus- 
tomers, but he now has information on 
what the best price will be. Suppose, 
for example, that a buyer is considering 
a particular type of children’s boxer 
shorts which he can obtain from the 
manufacturer or wholesaler at $1.00 per 
unit. Before signing a contract he can 
send a sample of one or two shorts to 
his laboratory to be examined. The 
laboratory can then determine the lim- 
ited-quality rating of the article by sub- 
stituting the proper scale measurements 
of quality and style characteristics into 
a linear discriminant function for that 
type of goods. The buyer, informed as to 
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the quality score of the garments, con- 
sults his price-quality map. By drawing 
a perpendicular line at the quality level 
that he is considering and reading off 
the price and expected sales of a garment 
of that quality, he may find that: 


if the list price is $1.00, he may expect to sell 5,000 units, 
if the list price is $1.20, he may expect to sell 4,000 units, 
if the list price is $1.40, he may expect to sell 3,200 units, 
if the list price is $1.60, he may expect to sell 2,500 units, 
if the list price is $1.80, he may expect to sell 1,900 units, 
if the list price is $2.00, he may expect to sell 1,400 units. 


He can then compute his expected 
gross profits as follows: 
Expected 


List Price UnitGross Expected Total Gross 
Profit Unit Sales Profit 


$1.00 fo 5,000 fo 
1.20 -20 4,000 800 
1.40 -40 3,200 1,280 
1.60 -60 2,500 1,500 
1.80 1,900 1,520 
2.00 1.00 1,400 1,400 


He can see that the optimal price at 
which this article should be sold is 
around $1.80. He also has a good esti- 
mate of his expected unit sales and his 
expected total gross profit. If he has an- 
other type of boxer shorts under con- 
sideration, he can run the same kind of 
test on it and estimate unit sales and 
expected gross profit at the optimal 
price. The choice of which of the two 
to buy resolves itself into selecting the 
article that will bring in the greatest 
amount of profit. The number of units to 
buy is indicated by the expected unit 
sales, thus meeting the problem of main- 
taining the correct amount of merchan- 
dise in stock. 


OTHER APPLICATIONS 


The NCRC method of measuring con- 
sumers’ preferences can also be of value 


for standards-setting agencies and labo- 
ratories which test consumers’ goods. 

Standards-setting agencies such as the 
American Standards Association, the 
American Society for Testing Materials, 
and the Bureau of Standards of the 
Department of Commerce, have for some 
time been active in formulating and pro- 
moting the acceptance of standards of 
quality for producers’ goods. In recent 
years they have given some attention to 
the need for developing quality stand- 
ards for consumers’ goods. They recog- 
nize that consumers’ preferences should 
be taken into account in the setting of 
these standards. At present, the con- 
sumer viewpoint, at least on a debating 
level, is expressed through the participa- 
tion of consumer organizations in the 
standards conferences. A more objective 
representation of consumers on a tech- 
nical level is available through the 
NCRC survey method. Through this 
method, direct information is available 
regarding standards that consumers 
themselves use with respect to any meas- 
urable characteristic of an article. 

Testing laboratories, such as Consum- 
ers’ Research and Consumers’ Union, 
evaluate consumers’ goods on the basis 
of laboratory examinations of these 
goods. Properly, these agencies should, 
and for the most part do, confine their 
pronouncements to descriptions of the 
various performances of consumers’ 
goods under use-conditions. Occasional- 
ly, however, an attempt is made to give 
an over-all evaluation of some one or 
the other type of goods. Such an evalua- 
tion implicitly makes use of a set of 
weights for combining the results of 
various tests into the single quality 
grade. The NCRC method provides 
such a set of weights. 
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STUDYING CUSTOMER BEHAVIOR IN 
RETAIL STORES 


WILLIAM APPLEBAUM 
Stop & Shop, Inc. 


TUDIES of customer behavior in re- 
S tail stores usually deal with (1) 
identification of customers and (2) their 
buying behavior patterns. The aim of 
such studies is to ascertain who buys 
where, what, when and how. In addition, 
such studies endeavor to learn about 
customer response to sales promotion de- 
vices. The results of these studies are 
useful in the solution of an array of 
marketing problems. 

These studies are gaining importance 
in marketing research. It is safe to pre- 
dict that interest in them will increase 
greatly in the next decade. This paper 
summarizes the writer’s experience with 
such studies in grocery stores.1 However, 
the principles and techniques discussed 
here are also applicable to other types of 
retail stores. 

The “why” of customer behavior is a 
separate and very difficult subject; it is 
not treated here. A knowledge of cus- 
tomer behavior must precede any con- 
sideration of the reasons for the behavior. 


IDENTIFICATION OF CUSTOMERS 


The terms customer and consumer 
are not synonymous. A customer is a 
purchaser of a product or a service; a 
consumer is a user of a product or a 
service. Bed-ridden invalids in hospitals 
are food consumers but hardly food 
store customers. Purchasers of rat poison 
are not the consumers of the product. 

The buying behavior of the customer 


1 In so far as the author himself has developed or re- 
fined the ideas and techniques | dealt with in this paper, 
by far the major part of the pioneer research work was 
done between 1932-38 while he was in the employ of The 
Kroger Company. 
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is influenced by the needs and prefer- 
ences of the consumers for whom the 
products are purchased. As a dog owner 
I can testify that our Cocker influences 
her purchasing agents in the choice of 
brands of dog food. A devoted house- 
wife will buy for her husband his favor- 
ite, extra-strong cheese, even though she 
prefers not to subject her sensitive nos- 
trils to the penetrating, if not over- 
powering, bouquet. 

Here, however, we are primarily con- 
cerned with customers’ buying behavior 
rather than with consumer preferences. 
The strict definition of customer as pur- 
chaser, valid as it may be, is sometimes 
impractical because it is not always sim- 
ple to identify a purchaser in a store. 
A husband and wife shopping together 
may represent two customers, or one 
customer and one bundle carrier, and it 
is not always possible to tell which is 
which. A boy accompanying his mother 
may influence decisions in selection and 
purchase of several items, even if the 
youngster has no purchasing power of 
his own. Therefore practically every 
person who enters a store is a potential 
purchaser and represents a unit in the 
store’s customer traffic. 

Identification of customers seeks to 
ascertain who the customers are. It is not 
sufficient to study buying behavior pat- 
terns without knowing whose buying 
behavior is involved. Hence it is neces- 
sary to identify the composition and 
origin of customers. 


Composition of Customers 


This includes many characteristics, 
such as sex, age group, color, economic 
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and educational status, occupation, re- 
ligion, nationality origin, and so on. Both 
consumption and buying behavior are 
affected by these characteristics; and 
the relative significance of each of these 
characteristics varies greatly, depending 
on the nature of the problem. The extent 
to which any one or all of these customer 
characteristics should be studied can be 
determined only on consideration of the 
purpose for which the data are to be 
used. In studying customer behavior in 
retail stores it is generally impractical 
or unnecessary to ascertain all of the 
customer characteristics enumerated 
here. 


Origin of Customers 


Where do a store’s customers come 
from? What is the geographic distribu- 
tion of their homes and how far do they 
travel to the store? The answers to these 
questions supply useful data on customer 
origin, which in the sense used here is a 
composition characteristic. Origin tells 
us whether the customer is a large-city 
apartment dweller, a suburbanite, a 
ruralite, a transient, and so on. The food- 
buying behavior pattern of a customer 
who lives in a congested apartment area 
of a large city is markedly different from 
the rural customer who has a large 
vegetable garden and a home freezer. 


CusToMER Buyinc BEHAVIOR 
PATTERNS 


To buy is to purchase. To shop is to 
visit business establishments for inspec- 
tion or purchase of goods. Therefore 
shopping is an element of customer be- 
havior in buying. A customer placing an 
order over the telephone is buying, not 
shopping. For this reason it -may 
desirable to standardize on the use of the 
term buying rather than shopping when 
the totality of customer behavior is un- 
der consideration. 


Similarly a distinction should be made 
between buying habits and buying be- 
havior patterns. Habit is a tendency 
toward an action which by repetition 
has become spontaneous. A pattern is a 
design or type. Each customer has his 
or her own buying habits. Buying be- 
havior patterns represent the design of 
behavior of a large number of customers. 
A run on stores to buy and hoard sugar, 
nylon stockings or toilet paper—in re- 
sponse to a shortage scare or to proposed 
rationing—is not a buying habit; it is a 
manifestation of the imperfections in our 
education, in our faith, and perhaps even 
in our frequently exalted way of life. 
To the retailer, such panicky customer 
behavior is very annoying. 

Customer buying habits or behavior 
patterns are not permanently fixed, and 
certainly not sacred, even though some 
habits tenaciously resist change. Many 
factors are operating in combination to 
change customer food-buying behavior 
patterns. Among these are the automo- 
bile, the super market and self-service, 
the progress in the development and 
merchandising of frozen foods, prepared 
flour mixes, brown-and-serve baked 
goods and concentrated fresh milk; the 
increasing availability of suitable facili- 
ties in the customer’s home for preserv- 
ing these and other highly perishable 
raw and prepared foods; and the public’s 
receptive disposition to easier and less 
time-consuming ways of living. Similar 
and perhaps even more pronounced 
changes are affecting customer buying 
behavior patterns of non-food commodi- 
ties. 

Customer buying behavior patterns 
can be grouped in relation to: 

1. Place of Purchase 

2. Items Purchased 

3. Time and Frequency of Purchase 

4. Method of Purchase 

5. Response to Sales Promotion De- 
vices 
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Place of Purchase 


In general, customers divide their pur- 
chases among a number of stores. They 
shop in more than one department store 
and in many specialty stores. Even in 
buying food there is a division of pur- 
chases. Many customers do not buy their 
meats or fresh fruits and vegetables 
where they buy their dry groceries, al- 
though all these goods may be available 
in the same store. The specialty food 
store, the milkman, the produce huck- 
ster, and the “hole-in-the-wall” are all 


_ getting a share of the total food business. 


Where customers have the choice of 
purchasing the same goods in a number 
of stores, their patronage loyalty to any 
one store is by no means permanent. 
Witness the grand opening of a new su- 
per market! Many of the customers who 
flock to the opening are abandoning old 
patronage loyalties. Hence, length of 
patronage also deserves study. 

Studies of customer buying behavior 
patterns with respect to place of pur- 
chase are useful in selecting store loca- 
tions, in choosing distributors for a prod- 
uct, and in merchandising. 


Items Purchased 


Every customer purchase and every 
store sale consists of a transfer of one 
or more specific commodities. No one 
customer purchases all the different items 
for sale in a store. Over a period of time 
a customer ‘will purchaseYa substantial 
selection of the total items available in 
the store,¥but that selection will vary 
somewhat€with each customer. There- 
fore, in studying customer buying be- 
havior patterns it is necessary to ascer- 
tain (a) what items and (b) how much 
of each item customers purchase. 

The purchase of many necessity items 
—soap or bread, for example—is com- 
mon and ubiquitous. Luxury items, such 
as caviar or avocado pears, are pur- 


chased by a relatively small group of 
customers. The purchase of some items 
has a strong regional demarcation— 
grits or live lobster, for example. 

Rarely does a customer purchase a 
single potato or a single carrot. On the 
other hand, very seldom does a customer 
purchase more than one watermelon at 
a time. The amount of each item pur- 
chased depends on many factors, of 
which the following are probably the 
most important: number of consumers 
for whom the item is intended; perish- 
ability of the item; storage requirements 
and facilities available; purchasing power 
and ready cash; unit of sale; and price. 

The introduction of new products and 
changes in dietary habits also affect the 
customer’s choice of items and the 
amount purchased. 

As previously pointed out, in so far as 
the customer is the purchasing agent for 
a family or a number of consumers, the 
purchases reflect the characteristics of 
all the consumers involved. 

From the distributor’s, manufacturer’s 
and producer’s point of view it is es- 
sential to study what items and how 
much of each the customer buys by 
brand or quality, by size or weight, by 
price, by type of container, and by sea- 
son. 


Time and Frequency of Purchase 


Store operations must be geared to 
mesh with the customers’ time of pur- 
chase pattern. Store buyers and mer- 
chandisers must keep on schedule with 
it. Merchandise must be available in the 
store in adequate supply if maximum 
sales are to be achieved. Woe to him 
whose Christmas trees arrive to market 
on December twenty-sixth! 

In studying time of purchase patterns 
it is necessary to relate these to the sea- 
sons, weather, and regional differences. 
Every retailer knows from experience 
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that his volume of sales is not uniform 
by days of the week, nor by hours of the 
day. The variations are very pronounced, 
especially in the food business. 

Attempts by retailers to modify cus- 
tomer time of purchase behavior pat- 
terns, with the view of improving service 
to customers or raising efficiency of 
operation, have by no means been en- 
tirely successful. The long lines of cus- 
tomers waiting impatiently to be checked 
out in super markets during peak periods 
in contrast to the buying inactivity at 
other times illustrate a continuing 
troublesome store operations problem 
created by the customers’ time of pur- 
chase pattern. 

Frequency of purchase depends pri- 
marily upon the type of commodity in- 
volved. In the course of a lifetime, a man 
rarely purchases more than two wedding 
rings—most men try to manage with the 
original acquisition, even if it does not 
turn out to be quite the bargain ex- 
pected. An automobile—which in Ameri- 
can life has become indispensable to the 
pursuit of happiness—is turned in for a 
new model every few years. On the other 
hand, the addicted pleasures of ciga- 
rettes go up in smoke so rapidly that the 
frequency of purchase is generally a daily 
performance and, allegedly, men will 
walk a mile for their favorite brand. 

Frequency of purchase also varies 
among customers. Some shop in food 
stores daily, others only once a week. 
The size of the total purchase, the num- 
ber of items and the quantity of each 
item bought all vary with frequency of 
purchase. The more frequently a cus- 
tomer visits a store, the more is that 
customer exposed to the impact of sales 
promotional devices used in the store. 


Method of Purchase 


Whether a customer buys on a cash 
and carry or on a charge and delivery 


basis, whether a customer shops alone 
or is accompanied by someone else, and 
whether a customer walks or rides to 
the store are some of the elements in 
method of purchase. 

The importance of providing ade- 
quate parking facilities to accommo- 
date the customer who shops or who 
would like to shop by automobile needs 
no elaboration. Even department stores 
are building branch units to meet, 
among other things, the parking prob- 
lem. Size and frequency of purchase in 
grocery stores are definitely affected by 
the mode of travel to make the pur- 
chase. 

Couples shopping in super markets 
buy more per transaction than does a 
woman or man shopping alone. The same 
applies in other type stores. Many a 
woman will invite her husband to help 
her select a purchase; the husband in- 
fluences the choice and frequently ap- 
proves the acquisition of a more expen- 
sive item. 


Response to Sales Promotion Devices 


Those who have goods to sell use many 
devices to induce consumption and to 
promote purchase of these goods. The 
sales promotional devices used in stores 
can be grouped under the following 
headings: 

a. Displays 

b. Pricing 

c. Demonstrations 


d. Sales Talks 


Displays. In so far as possible or prac- 
tical, consumer goods are packaged to 
create eye appeal when put on display. 
Thus the shape, size, label and packag- 
ing material of the product all play their 
part in sales promotion. The manner 
in which an item is arranged on a shelf 
or table, in a display case or window, 
the space and position given to it, and 


‘ * 
re 
‘ 
in 
t 
Jy 
% 
ai 
3 
ot 
= 
4 
he 


176 


THE JOURNAL OF MARKETING 


the type of point of sale promotional 
material (posters, signs, etc.) used for 
reinforcement are also influencing fac- 
tors. 

Pricing. Regular and bargain prices, 
combination deals, coupons, prizes, con- 
tests, and unit pricing—where the price 
quoted is for two or more units of an 
item—are all pricing devices to promote 
sales. 

Demonstrations. This device aims to 
influence customer purchases by getting 
them to sample a product or to learn 
about the uses or other merits of the 
product. 

Sales Talks. Whether expressed orally 
or in writing, in advertisements or by a 
sales clerk, the aim of all sales talks 
needs no explanation. Self-service mer- 
chandising has somewhat shaken the 
retailer’s faith in the efficacy of the store 
sales clerk. Yet, the magic of a winning 
personality, a well-turned phrase, and 
even a friendly smile of an attractive 
blonde are still potent attributes or de- 
vices for causing cash registers to ring. 

Study of customer behavior in re- 
sponse to sales promotion devices in 
retail stores deserves a great deal more 
attention than has been given to it 
thus far. Much energy and money is 
spent on sales promotional devices with- 
out factual knowledge of what these 
really accomplish. In this terra incognita 
every merchandiser remains at liberty 
to indulge in his personal pet beliefs, 
prejudices, and hunches. Where there 
are no facts, there is much conjecture. 

In recent years considerable attention 
has been focused on impulse buying— 
buying which presumably was not 
planned by the customer before entering 
a store, but which resulted from a stimu- 
lus created by a sales promotional de- 
vice in the store. The surveys on im- 
pulse buying in food stores which have 
come to my attention are too few (and 


these suffer from too many defects in 
research methodology) to be more than 
merely suggestive, preliminary intro- 
ductions to this subject. This, however, 
does not hamper the courage of the eager 
users of these published data on impulse 
buying in their advertising and sales 
talks. Perhaps it is another manifesta- 
tion of where to know little is to dare 
easily. 


RESEARCH TECHNIQUES 


The marketing research techniques 
used in studying customer behavior in 
retail stores are: 


1. Analysis of Records 

2. Observation 

3. Interviewing 

4. Controlled Experimentation 


Analysis of Records 


In a well-run business records are 
kept on many operating and merchan- 
dising results, but few businesses—and 
this applies even to the most progres- 
sive—come anywhere near making maxi- 
mum use of these records. Many a 
sales manager might be inspired with the 
by-products which a skilled analyst 
could distil from these records. 

Records of what was sold, when it was 
sold, and at what price it was sold in 
a store or group of stores are a general- 
ized history of customer buying be- 
havior patterns. Stores with credit and 
delivery and with itemized individual 
sales transaction records are in posses- 
sion of data from which a wide array 
of customer behavior patterns can be 
determined. 

The more complete and accurate the 
records are and the longer the period 
they cover, the more valuable they can 
be. Commodity movement records 
should show units sold by brand, size, 
style of package, and price. Dollar sales 
data are desirable by departments, by 
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weeks, by days of the week and by peri- 
ods of the day. Customer sales transac- 
tion records are desirable by depart- 
ments, amount of purchase, and (if ob- 
tainable) by items purchased. 

Most cash registers can be fixed to 
retain an exact duplicate copy of every 
sales receipt. Such “register tapes”— 
showing the total amount of the pur- 
chase and the price of each item by de- 
partments—are useful in analyzing cus- 
tomer purchases in super markets, even 
though only the price but not the name 
of an item is listed on the sales receipt. 

Where the desired store sales records 
do not exist, it is necessary to set up 
procedures to obtain them. The research- 
er competent to analyze such data will 
know how to procure the records. 


Observation 


The sex, color and age grouping of a 
customer can be easily observed either 
as the customer enters, leaves, or shops 
in the store. By observation it is also 
possible to learn what a specific customer 
does in the store. A very wide range of 
customer activities are observable with- 
out the customer knowing that such 
observations are being made. This is all 
to the good, as nothing should be done 
to interfere with “normal” customer be- 
havior. In some studies it is necessary 
to follow the customer in the store in 
order to observe various activities, but 
this is generally a troublesome and costly 
procedure. The checkout stand is the 
most strategic spot in a super market 
for observing the quantity of specific 
items purchased. 

Unless the investigator has had ex- 
tensive experience with such customer 
observation studies in stores, it is neces- 
sary to formulate procedures carefully, 
to pre-test them, and to make sure that 


the observers are thoroughly trained for 
the work. 


All observed data need to be recorded. 
Such records should be made in code 
whenever possible. The recording can 
be done in a notebook, on a suitable 
form, or on a specially designed mark- 
sense card. The data are processed manu- 
ally or mechanically. 


Interviewing 


Some information on customer char- 
acteristics and buying behavior is most 
readily obtainable by interviewing cus- 
tomers in the store. Questions on mode 
of travel to the store, frequency of visits 
and length of patronage are easily asked 
and readily answered. Many other simi- 
lar direct and simple questions can be 
handled successfully in store interviews. 
The best time to interrogate store cus- 
tomers is at the conclusion of the pur- 
chase. Such interviews consume very 
little time and are inexpensive. Not to 
spoil a good thing, however, one should 
avoid asking too many questions at one 
time. 

When asked tactfully, a-customer will 
rarely refuse to give his or her home ad- 
dress. This important piece of informa- 
tion is essential to determine the cus- 
tomer’s geographic origin and the trad- 
ing area of a store.” From this, and with 
the aid of other available data (census, 
town planning, etc.), it is frequently 
possible to ascertain, approximate, or 
surmise various other characteristics, 
such as income grouping, cultural levels, 
and nationality origins. 

On occasion it is desirable to follow 
up a store interview with another inter- 
view in the customer’s home, with or 
without disclosing for whom the infor- 
mation is being obtained. The cus- 
tomer’s address is indispensable for such 
a follow-up interview; names are neces- 


2 For further details see William Applebaum and 
Richard F. Spears, “How to Measure a Trading Area,” 
Chain Store Age, January, 1951. 
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sary where customers live in multi- 
family dwelling units. 

Studies of impulse buying depend on 
customer interviewing in the store, sup- 
plemented by observation. The customer 
is interviewed on entering the store and 
again after the completion of the pur- 
chase. The investigator ascertains 
whether the customer has a written 
shopping list or a mental list. The items 
enumerated on such lists are recorded. 
On completion of the purchase, the items 
purchased are checked against the listed 
items. Omissions, substitutions and ad- 
ditions are noted. 

The trouble with this technique is 
that (1) it depends on spontaneous recall 
which at best is incomplete and (2) it is 
unable to differentiate between (a) im- 
pulse, (b) postponement of decision, and 
(c) studied decision at the point of pur- 
chase. The housewife who has no shop- 
ping list (written or mental) may still 
be deliberate in the choice of the items 
which she does purchase A more satis- 
factory technique remains to be de- 
vised for the study of impulse buying. 


Controlled Experimentation® 


Stores offer a unique laboratory for 
conducting controlled experiments to 
ascertain the behavior and response of 
customers to products, methods and 
devices. From the facts discovered by 
such small scale experiments it is possible 
to reach broad conclusions. 

In controlled experimentation two (or 
more) groups of comparable stores are 
selected. One of these groups is desig- 
nated as the control group and the other 
as the test group. In the control group 
“business as usual” goes on. In the test 


3 For a full presentation of this technique see William 
Applebaum and Richard F. Spears, “Controlled Ex- 
perimentation in Marketing Research,” THE JOURNAL 
OF MARKETING, January, 1950. 


group ome condition is changed. The 
changed condition is the element or 
variable to be tested. This element can 
be a product, a method, or a sales promo- 
tion device. The element is exposed to 
the store customers and it is anticipated 
that their buying behavior will be af- 
fected by it. Results are measured in 
terms of sales produced—not on the 
basis of opinions. Differences in results 
between the test and control store 
groups are interpreted to be due to the 
one variable in the experiment. 

Where a problem involves more than 
one element, it is necessary to select 
several comparable store groups and 
conduct a number of tests simultaneous- 
ly, or to run, in succession, a series of 
experiments in two groups of stores, 
each experiment testing only one ele- 
ment. 

The technique of controlled experi- 
mentation is very exacting. There can 
be no controlled experimentation with- 
out stringent controls. It is a compli- 
cated, slow and expensive technique, 
yet one which merits a prominent place 
in the marketing researcher’s tool kit. 


CoNCLUSION 


The endeavor has been made here to 
show along what lines and with what 
techniques studies of customer behavior 
can be made in retail stores. Possible 
uses of the results for the solution of 
marketing problems have been suggested 
or indicated. To spell out fully and sys- 
tematically the many practical uses to 
which such studies can be put by pro- 
ducers, manufacturers and distributors 
would require a series of articles—per- 
haps a book. This article is intended to 
stimulate those who can gain the most 
from such studies to take advantage of 
the opportunities for learning more about 
customer behavior in the market-place. 
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Marketing Notes 


MARKETING RESEARCH FOR THE SMALL COMPANY 


oo often market research is con- 
gpm the privilege of large com- 
panies only. With limited funds, a small 
company may dismiss the idea of re- 
search when it thinks of the complexities 
of most market surveys. The need for 
trained interviewers traveling over large 
areas to find the individuals picked 
through a randomizing method; for ex- 
pert analysts and interpreters of data; 
and for elaborate changes in the com- 
pany’s operation which may result from 
the conclusions obtained present ob- 
stacles that seem insurmountable. 

Three studies are reported here that 
show how a small company can do a 
creditable job with a small budget.' The 
goal in each case has been to make basic 
evaluations of the company’s position in 
the market. Specifically, the studies at- 
tempt to determine the degree to which 
the company has been able to com- 
municate its message to the market. 

These studies deal with simple con- 
cepts of the market and do not attempt 
to arrive at complex conclusions with 
attendant confusion in recommenda- 
tions. The cost of interviewing was kept 
low by using telephone inquiries. The 
quality of the interviewing was kept high 
by using the part-time services of women 
investigators whose primary work was 
for the Bureau of the Census. Super- 


1 The author is indebted to George H. Brown of the 
University of Chicago under whose general guidance 
these studies were made. They follow somewhat similar 
lines to those he has used in studies for General Mills 
(See “Measuring Consumer Attitudes towards Prod- 
ucts,” THE JOURNAL OF MARKETING, Vol. XIV, No. 5, 
April, 1950. pp. 691-698). 


visory help was obtained from a school 
of business; this part of the work could 
have been done by someone within the 
company, but perhaps the value of the 
objective viewpoint of the outsider 
more than offset the fee. 


Levels of Market Knowledge 


If the company can determine in 
which of several degrees of market 
knowledge its product falls, at least 
areas of doubt may be removed from 
some of its communications problems. 
In order to differentiate these degrees of 
market knowledge, four levels of knowl- 
edge should be recognized: 


1. No knowledge of the general product or 
service class among potential users. At 
this stage, the market is unaware that 
such a product or service is available 
from any company. The need for the 
product may or may not be felt by 
those in the market. 

Knowledge of the general product or 

service class. At this stage, the market 

is aware, in a vague, detached way, of 
the existence of such a product or 
service. 

3. Knowledge of the companies offering 
the product or service. At this stage, 
the market is aware not only of the 
existence of the product or service, but 
also has a general knowledge of com- 
panies which might offer such a product 
or service. Also, it may be actively us- 
ing the product to satisfy needs which 
have already become articulate. 

4. Knowledge of a particular company and 
its product or service. At this stage, the 
market is not only aware of companies 
in general, but also is familiar with 
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their products and their qualities as 
differentiated from those of other prod- 
ucts of similar want-satisfying value. 


Students of marketing will note that 
these stages may be likened to the vari- 
ous stages in the advertising spiral set 
forth by Otto Kleppner.? The first two 
levels taken together might be likened 
to the “‘pioneer stage’’; the third level to 
the “competitive”; and the fourth level 
to the “retentive.” Although such anal- 
ogy is not precise, it emphasizes the fact 
that, if a determination can be made of 
the level of knowledge which is held by 
the market in regard to a given product 
or service, management will then be able 
to make market policy determinations 
accordingly. Since, in every market 
situation, these three stages may exist 
in different proportions at any partic- 
ular time, the problem is really one of 
determining in which of the stages the 
preponderance of the market falls. Even 
in those situations where the market is 
more or less evenly divided among the 
various levels, considerable aid will be 
given to the management by a recogni- 
tion of that fact. 


Preliminary Steps 


In an attempt to determine the 
knowledge levels held by the possible 
users of their services, a trucking com- 
pany recently conducted surveys in 
regard to its three major activities: in- 
dividual charter bus service; contract 
trucking; and truck-leasing. In all three 
studies, an attempt was made to deter- 
mine: 

1. The present users of the type of service 

and how they learned of it. 

2. The degree to which others knew of this 


type of service and how they learned 
of it. 


? Otto Kleppner, Advertising Procedure, Chap. 2, “The 
Advertising Spiral,” (4th ed; New York: Prentice-Hall, 
Inc., 1950), Pp. 7-30. 


3. The degree to which they knew specifi- 
cally that the company doing the re- 
search offered this service. 

4. The determination of potential users ot 
this service, at least by broad categories. 


Before going into the field, an examina- 
tion of the internal records of the com- 
pany was made to see the categories of 
present users. Discussions of market 
concepts with company officials, com- 
petitors, and trade association officials 
aided in the understanding of the pos- 
sible market as envisioned by the trade. 

A preliminary inquiry was also made 
among present users to determine how 
they had learned of the service as a 
further aid in setting up the question- 
naire used in the sample survey. 


CHARTER Bus SuRVEY 


In the case of the individual charter 
bus service (renting on either a mileage 
or time basis of bus transportation from 
one point to another and return), an 
analysis of all the present users of this 
company’s service had been made prior 
to the research reported here. From this 
preliminary survey and from an ex- 
amination of company internal records 
throughout the past, it was seen that 
the most likely users of this service 
might be social clubs, social service 
groups, schools, and church organiza- 
tions. It was thought that other groups, 
such as manufacturers and processors, 
retailers, wholesalers, and the general 
public, might be possible users of this 
service. A non-proportional stratified 
sample (an equal number of interviews 
were made in each stratum) was set up 
for these eight groups, using the Classi- 
fied Telephone Directory as a source of 
listings of the members of the universe 
in the first seven categories and the 
general Telephone Directory for the 
public. A random sample was drawn, 
using the Table of 105,000 Random 
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Decimal Digits prepared by the Inter- 
state Commerce Commission. 

Many detailed facts of interest to the 
truck company were obtained through a 
telephone inquiry to the members of the 
samples. Although it might be argued 
that the use of the telephone listings 
possibly excluded some users, this dis- 
advantage was thought to be offset by 
the ability to obtain more interviews 
within a shorter time and at a lower cost. 
Also, the company had found that go 
per cent of its patrons placed the order 
for bus service by phone. Very simple 
conclusions, which nevertheless are im- 
portant in making policy decisions, were 
obtained from the data: 


1. The four categories (churches, social 
service groups, schools, and _ social 
clubs) were found to be the most likely 
users of individual charter bus service. 

2. Organizations that took no trips knew 
of individual charter bus service. Both 
those organizations that took trips and 
those that did not take trips knew of 
this service primarily by seeing buses 
on the streets. 

3. The company sponsoring the research 
was found to be one of the three best- 
known bus companies. The other two 
companies also engaged in other passen- 
ger transportation services, and while 
they may have been known for that 
reason, they may have been better 
known because of their having more 
buses actually on the streets. 


On the basis of these conclusions, it was 
possible for the company to decide that 
in so far as bus service was concerned it 
was in the retentive stage. Any efforts 
to increase its business should fall in the 
area of increasing the uses of buses in 
general. The company could make de- 
cisions in regard to the promotion of this 
service and feel assured that it was not 
overlooking opportunities among other 
groups. As a result of the conclusions, 


three definite marketing policies were 
established: 


1. Extensive direct mail and telephone 
campaigns were to be launched in those 
four categories of most likely users. 
(The telephone listings used in setting 
up the sample provide a basis for the 
sales campaign.) 

2. Promotional efforts were to be pri- 
marily upon trip-taking with secondary 
emphasis on the use of buses for trips 
and on the company itself. 

3. The color and design of the bus was 
not to be changed except to accentuate 
the name and the fact that on a particu- 
lar trip the bus was chartered. 


ConTrRACT Truck SURVEY 


The second study concerned itselt 
with the degree to which companies 
using trucks knew about contract truck- 
ing (the hiring of truck transportation 
in which the hirer contracts for the use 
of a truck by day or job with the truck- 
ing company furnishing both the truck 
and the driver). An examination of the 
internal records of the company in- 
dicated that the universe for such service 
was made up of manufacturers and of 
wholesalers in certain selected lines. In 
this case, the listings of manufacturers 
were obtained from a directory service 
and the listings of wholesalers from the 
Classified Telephone Directory. A prob- 
ability sample was drawn and telephone 
interviews were conducted with the 
members of the sample. 

From the data obtained at these in- 
terviews, certain conclusions could be 
drawn: 


1. Approximately two-thirds of the com- 
panies interviewed used one or more 
trucks. 

2. Of those using trucks, two out of three 
used only one truck. 

3. Of those using trucks, about 40 per cent 
owned trucks and 60 per cent hired 
trucks. 
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4. Most companies interviewed knew that 
they could hire trucks but many of 
them did not know specific companies 
by name. The company doing the 
research was known relatively well in 
comparison with the other truck com- 
panies, but it was known by only 9 per 
cent of the companies interviewed. 

5. Both the truck on the street and the 
salesmen’s calls were important sources 
of information about truck companies. 


In addition to using a questionnaire 
similar to the one in the bus survey, an 
aided recall survey was added to the 
interview to provide a further check on 
the knowledge of trucking companies by 
the interviewees. Although this in- 
dicated that more companies knew more 
trucking companies than they had in- 
dicated at the start of the interview, it 
confirmed the fact that companies hiring 
truck service did not know many truck- 
ing companies by name nor did they 
know the company doing the research. 

From this study, the company could 
conclude that so far as its contract 
trucking service was concerned, it was 
in the “competitive” stage and specific 
marketing policies could be established: 


1. Sales promotional efforts should be 
directed at manufacturers and whole- 
sale groups to overcome the lack of 
knowledge to the company’s service. 

2, Cost data should be prepared and used 
in sales efforts to show how hiring truck 
service may be cheaper than owning 
trucks. 

3. The design and color of the company’s 
truck should accentuate the name. 


Truck-LEASING SURVEY 


The third study concerned itself with 
the degree to which companies that used 
trucks knew about truck-leasing service 
(the renting of trucks by companies in 
which the trucking company provides a 
truck of the type desired by the renter 
and bearing the renter’s name, and in 


which the driver is on the payroll of the 
renter). This type of service is relatively 
new in the area where the surveys were 
made, although some companies have 
offered it for a long time in east-coast 
cities. It would appear that the most 
likely users of such service would be 
companies that wish to have close con- 
trol over the driver so that they might 
use him as a salesman or in some other 
capacity as well. Accordingly, listings of 
companies were made, based on the de- 
gree to which driver control would be 
desirable. As an example, this would in- 
clude both wholesale and retail com- 
panies such as laundries, bakeries, gro- 
ceries, and meat distributors. Originally, 
it was planned to interview a random 
sample picked from these listings which 
again were to be found in the Classified 
Telephone Directory. After 124 inter- 
views had been made, only 6 truck 
leasers had been found. This per cent of 
incidence of truck-leasers corresponds 
to that found in other studies of this 
service.’ In order to conserve cost and 
time, it was decided that a supple- 
mentary study should be made on known 
truck leasers and daily renters. A listing 
of these was obtained from company 
records and company salesmen. The con- 
clusions in this study are limited by the 
lack of randomness of the interviewees, 
but are of help to the company in estab- 
lishing its marketing policies in regard 
to truck-leasing. It is apparent that so 
far as this service is concerned, the com- 
pany is in the “pioneer” stage. Certain 
conclusions could be drawn from the 
original sample: 
1. About one-half of the companies in the 
selected categories do not use trucks. 
2. Of those using trucks, about go per cent 
do not lease trucks nor have they con- 
sidered leasing them. 


* Unpublished studies by the National Truck Leasing 
System, Chicago, and Fortune. 
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3. Very little is known about truck-leasing 
companies. Even among those using the 
service, few companies besides the one 
being used are known. 

4. Such knowledge of truck-leasing as 
exists apparently is obtained through 
salesmen’s calls and advertising in the 
Classified Telephone Directory. 


On the basis of these conclusions, cer- 
tain marketing policies could be estab- 
lished: 


1. A census should be taken by telephone 
of groups of accounts thought to be 
likely users of truck-leasing service to 
determine more precisely their present 
method of delivery. (For example, calls 
might be made on all linen supply com- 
panies listed in the telephone directory. 
Such an interview would also serve to 
communicate the fact that such service 
is available.) 

2. A definite, systematic educational pro- 
gram should be directed at companies 


found to be using trucks and thought to 
desire control of the driver. 

3. This program should include personal 
sales calls as well as direct mail litera- 
ture. 


CoNncCLUSIONS 


From the three studies reported above, 
it may be seen that, for a small com- 
pany with limited funds at its disposal, 
market research can be used to clear up 
areas of doubt in regard to its marketing 
program by determining the levels of 
knowledge held by the most likely users 
of its product. If the survey indicates 
that the company is definitely in one of 
the three stages—pioneer, competitive, 
or retentive—the management can make 
other determinations of a marketing 
nature by an analogous process. 

Donatp F. 
University of Alabama 
University, Alabama 


EMERGENCY PRICE CONTROLS AND THEIR 
EFFECT ON MARKETING* 


N JUNE, 1950, we were well along in a 
oe. from a mild business de- 
pression. This depression, caused pri- 
marily by inventory reductions, had 
been both brief and mild. In June, 1950, 
economic activity was again at a high 
level, we were close to full employment 
of our resources, and a period of stable 
prosperity seemed in prospect. To be 
sure, prices had risen since the first of 
the year, but the rise was moderate, 
such as normally accompanies the re- 
covery stage of the business cycle, and 
prices were substantially below the all- 
time peak levels which had been reached 
in mid-1948. The business recession be- 
ginning in 1948 had marked the end of 
eight long years of continuous inflation, 


* Condensed from a speech at the Spring Conference, 
American Marketing Association, Detroit, June, 1951. 


and there was a general view that prices 
had at last leveled out on a new plateau. 

In many ways, the first half of 1950 
represented the most “normal” period 
our economy had experienced since the 
middle 1920’s. Then came the blow in 
Korea. Most of us vigorously approved 
the action of our government in inter- 
vening in Korea, but all of us could see 
ahead a world in which all-out war was 
a daily possibility, and which, at best, 
would require the free nations to become 
an armed camp. 

This revolution in our political think- 
ing had its immediate impact in our eco- 
nomic behavior. As consumers we im- 
mediately remembered the shortages 
and inflation which we had so recently 
experienced. We had better buy those 
new cars and refrigerators that we had 
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been thinking we might need. As mer- 
chants and manufacturers we recognized 
that business prudence suggested en- 
largement of our inventories. And some 
of us, frankly, decided that this would be 
a good time to put a sizable chunk of our 
available assets and credit into the form 
of goods that were likely to become 
scarce and to rise in price. It suddenly 
became hard to find supplies of the things 
we wanted; prices started shooting up, 
the most sensitive ones responding 
dramatically. This intensified our desire 
to change money into goods and, of 
course, intensified the rise in prices. 


Demand for Economic Controls 


Within a few weeks the President had 
declared a Limited National Emergency, 
and had requested legislation authoriz- 
ing him to establish priorities and alloca- 
tions and other forms of economic con- 
trols. He did not request the authority 
to establish price and wage ceilings. But 
as the debate on this legislation pro- 
gressed, the demand for direct controls 
over prices and wages became more and 
more insistent. Conservative Congress- 
men took the leadership in writing 
amendments to the President’s bill, 
which authorized a widespread system 
of direct price and wage controls. This 
amended Act was passed by the Con- 
gress and signed by the President on 
September 8. 3 

Soon after that time, however, things 
began to go a little better in Korea, and 
the buying wave began to subside. 
Prices began to level off. 


Institution of Direct Controls 


In late November, when Chinese 
troops appeared on the battle front, a 
wave of scare buying again ensued, and 
prices resumed their upward thrust. 
Again demands for price and wage con- 
trols were heard from all kinds of groups. 


This new talk of price and wage controls 
added pressure to the upward price 
movement. Now there was not only the 
insistent demand pulling prices up, but 
many sellers, anticipating a price freeze, 
tried to prepare themselves for it by 
pushing up their prices, and sometimes 
the wages they paid, to get ready for 
controls. 

On January 25, a general freeze ot 
prices and wages was announced, effec- 
tive that day. 

I shall not try to discuss the question 
whether there were realistic alternatives 
to direct price and wage controls. I am 
a vigorous advocate of the maximum 
reliance upon indirect controls, and it 
may be that the time will come when 
we shall have the wisdom and courage 
to devise an adequate program of fiscal 
and monetary policy which will permit 
us to abandon our direct controls. But 
we have direct controls. We are almost 
sure to need them for several years to 
come, and we may need to rely upon 
them beyond that. 


The Impact of Direct Controls 


It is clear that an economy subject to 
direct controls is a very different kind 
of economy than one without them. 
Direct controls obviously affect every 
aspect of our economic life, but we shall 
confine our consideration to the effect of 
direct controls on marketing activities. 

In its simplest terms, an economy with 
controls that are really biting is an econo- 
my in which demand generally is in ex- 
cess of supply. This tends to be true for 
almost every commodity and for the 
output of almost every seller. A normal 
economy without controls is one in 
which supply and demand are in balance. 
They may be in balance at less than 
maximum output, in which case we have 
unemployment and unused resources, or 
they may be in balance at reasonably 
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full employment; but for commodities 
generally, demand does not exceed sup- 
ply at prevailing prices. Almost every 
business firm could produce more than 
it sells. Every firm ¢ries to sell more than 
it does, up to the point at which reduced 
prices, or increased marketing or pro- 
duction costs no longer make additional 
sales attractive. 

In a controlled economy that is no 
longer the case. For almost every com- 
modity, substantially more could be 
sold at prevailing prices than can be 
produced. This same amount—the maxi- 
mum the firm can produce—could be 
disposed of with substantially Jess ex- 
penditure on marketing activities. The 
problem of marketing is made both much 
simpler and much more difficult. Several 
of the variables in a firm’s marketing 
policy are largely ruled out. Neither 
prices nor output can be increased (for 
different reasons), but neither prices nor 
output need be any lower. For many 
products, the choice of customer is dic- 
tated by priority or allocation orders, or 
some kinds of potential customers are 
prohibited from using the material being 
marketed. The variables remaining are: 
to whom to sell the limited output that 
is available; through what marketing 
channels this output should move; what 
to do about the distribution of output 
among price lines; which brands to drop 
or to continue to offer; what to do with 
programs and personnel and methods of 
selling that were appropriate and neces- 
Sary in a normal market and now might 
be considered unnecessary. 

Many marketing questions that for- 
merly held both short-run and long-run 
significance now become only of long- 
run significance. Advertising may be 
unnecessary in order to stimulate cur- 
rent demand, and is to be considered 
largely in terms of its effect in main- 
taining future position. A type of cus- 


tomer, a price line, a brand name, which 
was formerly useful as a marginal out- 
let, at lower profit, could for immediate 
purposes be dispensed with. The prob- 
lem is whether the investment in such 
price lines or brands or sales outlets 
should not be maintained for future use. 
In this connection, I have been inter- 
ested in the statement by many firms 
that they intend to do things differently 
this time. Where under World War II 
price control they had discontinued low- 
priced brands, or advertising, or certain 
types of customers, or disbanded selling 
organizations in order to maximize im- 
mediate profit, they now intend to main- 
tain such marketing channels. They 
found after the war that failure to main- 
tain this investment meant substantial 
reinvestment costs once the control 
period had ended. 

This may be an important area in 
which long-run private interest coin- 
cides with the public interest. It is to be 
hoped that sellers, to the maximum 
possible extent, will continue their nor- 
mal channels of distribution and their 
normal distribution of output by price 
lines. Distortions of distribution affect 
everyone. 

If a wage earner’s wife can no longer 
buy a low-priced dress because the manu- 
facturer has switched his labor and ma- 
terials into the production of higher- 
priced dresses, and if she, therefore, must 
buy a higher priced dress—even though 
it may be better styled—it is still a 
price increase as far as she is concerned. 
This remains true even though the price 
of the dress she buys is no more than 
the price of the identical dress a year 
earlier. 

If it becomes easier or more profitable 
to dispense with numerous small cus- 
tomers and sell only to a few large ones 
who are willing to take a firm’s total 
output, many small towns, or whole 


af 

& 

4 

= 
q 

q 

he 


< 


186 


THE FOURNAL OF MARKETING 


areas in the country may find themselves 
without merchandise. Such distortions 
not only create shortages or higher prices 
for consumers, but they create difficulties 
for intermediate sellers or processors, 
who may then need price relief because of 
loss of volume. 

If a manufacturer who formerly sold 
directly to industrial users chooses to 
divert his entire output through a whole- 
saler, possibly one in which he has a 
financial interest, industrial users who 
formerly bought directly from the manu- 
facturer experience an increase in cost, 
and may require higher ceilings. 

An easy answer to these difficulties is 
to blame the Office of Price Stabilization 
itself for such distortions. It is said that 
if the price controllers would only have 
enough sense to equalize margins of 
profit between different items or differ- 
ent methods of selling, there would be no 
problem. Such a statement merely ig- 
nores realities. No price control agency, 
however efficiently organized, or how- 
ever large its staff, could ever under- 
take the task of equalizing margins of 
profit for each seller on every potential 
product or method of distribution. If it 
were ever able to do this once, changing 
conditions would soon render the old 
adjustments obsolete. And, in fact, the 
only way in which margins could be 
equalized would be to increase all the 
margins that are lower than the highest 
one, with resultant continuous upward 
movement of the price level. And, in 
this process, remember that one man’s 
price is another man’s cost, and that 
once we begin juggling margins, there is 
no place to stop. 


The Weakness of Direct Controls 


Price controls lead to many strange 
and often unjustifiable results. A firm 
may have a promotional price on some 
product, which gets frozen at a level 


completely untenable on a permanent 
basis. A firm may have delayed price 
adjustment on some product where such 
adjustment was clearly called for and 
had, in fact, been planned. Some of these 
anomalies can be adjusted, and I think 
that you will find that many of them 
have been removed. But it is impossible 
to remove them all without an incredible 
burden of administrative decision. Some 
of them we will simply have to live with. 
It can be hoped that OPS will avoid some 
of the mistakes that the Office of Price 
Administration made, where, occasion- 
ally the failure to adjust the price of a 
low-priced seller or of low-end merchan- 
dise merely caused buyers to have to 
pay more. But no price control agency 
can resolve all of these situations. Re- 
member that price control substitutes 
crude and lumbering administrative 
decisions for the refined and automatic 
decisions of the market. This, indeed, is 
the very price we pay for the use of di- 
rect controls. This is the very reason why 
all of us prefer a free economy to a con- 
trolled one and why we hope that the 
time will come when controls can be re- 
moved. 

So long as the general level of prices is 
reasonable in relationship to sellers’ 
costs, we can hope that a sense of public 
responsibility on the part of sellers, to- 
gether with a recognition of their own 
longer-run private interest, will combine 
to preserve a reasonably normal dis- 
tribution of goods. If this hope is not 
realized, the only alternative in many 
fields may be the further extension of 
direct controls over distribution. In large 
measure, marketing executives have it 
within their power to avoid the neces- 
sity for such further extensions of direct 
controls. 

GARDNER ACKLEY 
Office of Price Stabilization 
Washington, D.C. 
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PRICE CONTROL IN A LESS-THAN-ALL-OUT- 
WAR SITUATION* 


Y POSITION with regard to price 
M control in a less-than-all-out-war 
situation or, what has been called by 
others, a “readiness economy,” is set 
forth in these three statements: 

1. The adoption of over-all direct 
price control early in 1951 was a mistake. 

2. Speaking more broadly, the use of 
direct price controls in any situation 
when not over 20 per cent of our pro- 
ductive effort must be devoted to war 
work is probably a mistake. 

3. Even in an all-out-war situation, in 
which direct price controls may be 
needed, we should rely more on indirect 
controls and less on direct controls than 
we did in World War II. 

My opposition to direct price control 
does not stem from a liking for inflation. 
Ending the inflation to which our coun- 
try has been subjected since the mid- 
1930's is one of our most important 
tasks. It is agonizing to see the steady 
loss in purchasing power of our citizens’ 
salaries, life insurance policies, someday- 
to-be annuities, and war bonds. 

War bonds offer a good example of 
this loss of purchasing power. In 1941 
our government urged us to invest in 
these bonds on the plea: “For every 
three dollars you invest, in ten years 
Uncle Sam will give you four. So help 
both yourself and your government by 
buying war bonds.” Today take the bond 
to the bank and you can get the four dol- 
lars—but the four dollars will buy 22 
per cent less than the three would have 
purchased in 1941. 


Wor.p War II ExperIENCE 


Our experience with the effect of di- 
rect controls on prices during World 


* Condensed from a speech at the Spring Conference, 
American Marketing Association, Detroit, June, 1951. 


War II merits attention. First, let us look 
at what happened to food prices. I 
quote from an.issue of the National City 
Bank’s Monthly Letter on Economic Con- 
ditions and Government Finance: 


During the war the statutory prohibition 
against ceilings on farm products below a 
stated level—originally 110 per cent of parity 
—was a thorn in the side of the price and 
wage stabilization measures. Between the 
establishment of GMPR April 28, 1942 and 
the following September, food prices exempt 
from the order rose 33 per cent per month 
and all food costs 1} per cent per month. 
A new stabilization act was passed October 
2, 1942 reducing the permissible ceiling 
levels from 110 per cent to 100 per cent of 
parity or to the highest price between Janu- 
ary 1 and September 15, 1942, whichever 
was higher. This brought more commodities 
under ceilings but did not stop the rise; food 
prices by the following April were up an- 
other 13 per cent. Attempts to enforce 
price rollbacks and use subsidies failed for 
one reason or another. In the end it was not 
price ceilings, but rationing, which flat- 
tened out the rise.! 


Some will say that what happened to 
food prices is interesting but not con- 
clusive. After all, in trying to hold down 
food prices the OPA had to deal with the 
farm bloc. Consequently rising prices 
were inevitable. This criticism is valid 
and yet is unimportant since the farm 
bloc still is active. As a matter of fact, 
one reason why any direct price control 
program will prove ineffective is because 
the price control agency is bound to com- 
promise with many blocs. In no area is it 
free to do as it pleases. 

So much for food. Second, what were 
our World War II results in other areas? 
Between November, 1942, and Novem- 
ber, 1945 (November, 1942, is well after 


Issue of February, 1951, p. 15. 
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the General Maximum Price Regulation 
of April 28, 1942 and, hence, most favor- 
able from the point of view of direct price 
control), clothing prices advanced 18 
per cent, home furnishings 19 per cent, 
and the total cost of living 8 per cent.? 

These figures show that clothing and 
home furnishings advanced even more 
than food. But even these increases fail 
to tell the whole story. The actual ad- 
vances were greater. On the one hand, 
quality of merchandise deteriorated dur- 
ing this period. On the other hand, an 
unknown—but probably significant— 
quantity of merchandise went into the 
black market at above-ceiling prices. 

In brief, during World War II prices 
continued to advance despite direct price 
controls. 


Post War II Experience 


Those who favor the use of direct 
price control methods frequently point 
out that the price advances during the 
period of direct price fixing were small 
as compared with those which took place 
when OPA was abolished. Statistically 
these individuals are correct as the fol- 
lowing figures demonstrate: 


Per Cent of Increase in Prices 


Nov. 1942 to Nov. 1945 to 
Nov. 1945 Nov. 1948 
Food 7 48 
Clothing 18 35 
Home furnishings 19 35 
Total cost of living 8 33° 


This postwar price advance was not 
unforeseen. Many economists, both with- 
in and without the OPA, felt sure that 
the end of OPA’s direct price control 
would result in higher prices. But public 
reaction against price controls was strong 
enough to bring an end to them. Prices 
did advance. 

2 See “Cost-of-Living Wage Base,” Business Week, 


December 30, 1950, p. 64. 
3 Tbid., p. 64. 


Appraisal of 1942-1948 Experience 

What is the significance of the ad- 
vance in prices during the period of di- 
rect controls and the more rapid advance 
after direct controls were abandoned? 
Does this experience demonstrate the 
effectiveness of, rather than the weak- 
ness of, direct price controls? 

I think the answer to this latter ques- 
tion is no. What actually happened was 
that during World War II certain under- 
lying forces continued to push up the 
price level, forcing us to retreat from one 
ceiling to a higher one—and to a still 
higher one—despite all our direct con- 
trols. During this period, however, 
prices did not advance so rapidly as they 
would have without direct price controls. 
In other words, the full inpact of the 
underlying forces was merely deferred 
to the immediate postwar period. 

Here, then, is the fundamental weak- 
ness of direct price control. It does not 
attack directly the forces which cause 
inflation, but rather it attacks the symp- 
toms. Use of direct price control is some- 
thing like trying to put out a fire by 
silencing the fire bell. Even if it succeeds 
for a while—and if it does, it automati- 
cally results in deterioration of quality, 
black markets, and disrupted channels of 
distribution—eventually the underlying 
forces have their day and prices advance. 
If we truly want effective, long-range 
price control, it must be found in attack- 
ing the basic factors which cause prices 
to rise, i.e., we must use what we usually 
refer to as indirect controls. 

OPA should not be condemned for its 
use of direct price control. Officials in 
that organization were well aware of the 
utter impossibility of checking inflation 
by direct controls alone. _ 

One observation as to the relative 
effectiveness of direct price controls in 
the 1942-48 period and today should 
also be included. In much of the earlier 
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period we were engaged in a world-wide 
war. Patriotic feelings were high. The 
majority of our citizens had a mystic 
faith that they would “get caught” if 
they violated the regulations. Today the 
situation is quite different. As Professor 
Hart has put it: today’s citizens “have 
been through shortages, black markets 
and postwar inflation, and they (are) less 
willing to suppose prices and supplies are 
controlled because somebody in Wash- 
ington says they are.’ In brief, we can 
expect even less success from direct con- 
trols today than we had in the earlier 
period. 


InprIRECT Price CONTROLS 


If we truly want effective price con- 
trol we must look for it in indirect con- 
trols. 

Both deductive reasoning as well as 
observation make it perfectly clear that 
upward pressure on the price level re- 
sults whenever the total demand for 
goods and services at given prices is 
greater than their supply. It was this 
upward pressure which raised prices in 
the 1942-45 period despite direct price 
controls. To reduce this pressure we 
need to decrease demand and increase 
supply. Steps to bring about one or both 
of these results represent the only true 
anti-inflationary program. 


Increasing the Supply 


Any discussion of increased produc- 
tion as a means of fighting inflation needs 
to recognize that it makes a good deal 
of difference as to how production is in- 
creased. “Extra output ordinarily means 
extra input. The extra man-hours and 
extra flow of materials, together with 
profit on the extra output... will crop 
up as demand for consumer goods.’ 


4A. G. Hart, Defense Without Inflation (New York: 
The Twentieth Century Fund, 1951), p. 39. 
5 Ibid., p. 61. 


For example, if we employ more women 
to bring about a production increase 
valued at $5 billion, we automatically 
create $5 billion of income of which per- 
haps as much as $3 to $33 billion will show 
up as demand for consumer goods (the 
remaining $1} to $2 billion being drained 
off by taxes and savings). Therefore, not 
the entire $5 billion of increased output, 
but just the $14 to $2 billion going into 
taxes and savings is effective in checking 
inflation. 

On the other hand, production in- 
creases from better production tech- 
niques contribute in a greater ratio in the 
struggle against inflation. First, there is 
more likelihood that less of the income 
which they generate will come “back into 
consumption spending.’’® Second, by re- 
ducing costs management is placed un- 
der pressure to reduce prices. 

What the foregoing means is that 
while all increases in production do not 
contribute in direct proportion to the 
closing of the inflationary gap, many in- 
creases contribute to some degree. More- 
over, by bringing about a greater pro- 
duction in certain ways a substantial 
anti-inflationary force can be generated. 

Several ways are open to increase pro- 
duction in ways which will retard infla- 
tion: a longer work week, better produc- 
tion techniques, an enlarged working 
force through the employment of women 
and older men. 

Consider just two of these. A striking 
expansion took place in our labor force 
during World War II. In 1940 fewer 
than 12 million women were employed, 
but by 1945 this number increased to 
18.6 million, a gain of over 55 per cent.’ 
A further substantial percentage in- 
crease in women employed is possible, 
with a resulting gain in production. 

Or again, note the production increase 

Ibid, 
1 Statistical Abstract of the United States: 1950, p. 175. 
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possibilities in a longer work week. The 
work week is approximately 40 hours. 
Think what an increase in output could 
result from a 44 or 48 hour week. By 
eliminating overtime payments on this 
additional 4 to 8 hours a week, costs 
could be held down. By putting this 
longer work week into effect even in 
those industries where additional output 
is not needed, we would free labor for 
other fields. 

We hear that labor will not work a 48 
hour week without overtime. On the 
contrary, it is my judgment that a longer 
day is possible if two things are done: 
(1) the need for a longer work week is 
made clear and (2) labor is assured that 
the resulting gains from more output will 
not be siphoned off into increased profits. 

Incidentally, the expansion in pro- 
duction called for to offset the drain on 
the economy of our present mobilization 
program is much smaller than we are 
likely to think. Next year the program 
should not call for more than 17 per 
cent of our total national output, which 
may be compared with 40 per cent of a 
substantially smaller national output for 
two years during World War II.* While 
this 17 per cent is an over-all figure and 
will create greater scarcities in many 
areas, to believe that its inflationary 
consequences cannot be substantially 
modified through an increase in output 
“fs to distrust and belittle without rea- 
son the productive power of this country 
and its free economic system.’”® 


Decreasing the Demand 


A program to decrease demand has so 
many possibilities that all we can do 
here is to list a few that would go on a 
“must” list: 


8 The National City Bank of New York’s Monthly 
Letter on Economic Conditions and Government Finance, 
February, 1951, p. 16. 

Ibid. 


1. Reduction in government expendi- 
tures, especially for non-war items but 
also in the military area insofar as waste 
is involved. At a time when we are spend- 
ing billions for defense, it makes little 
sense to spend a billion a year on river 
and harbor projects—many of which are 
political in conception. When we are 
suffering from prices which are already 
too high, one finds it difficult to believe 
that we need over a billion for a farm- 
price support program. Other budgeted 
items for federal aid to education and 
various grants to states can be reduced. 
Even the $3 billion assigned for defense 
housing needs scrutiny. The Committee 
on Federal Tax Policy, under the chair- 
manship of Roswell Magill, concludes 
that “a reduction of at least $10 billion 
is possible (in the 1952 budget), while 
still leaving intact all the government 
that a free nation requires.”!° Such a 
reduction could play a major role in our 
fight against inflation. The budgets of 
states and local governments also can be 
cut merely by postponing many con- 
templated projects. 

2. Curtailment of bank credit. Cer- 
tainly 


the $9 billion increase in bank credit to 
private and local government borrowers in 
the second half of 1950 was...a major 
factor in the inflation of that period. There 
can be no reasonable basis for confidence in 
the control of inflationary pressure if the 
expansion of bank credit and the resulting 
increase in the amount of money are not 
brought under control." 


10 Cf. the Committee’s report, Financing Defense, 
1951, p. 29. In contrast, other authorities conclude that 
the possibilities of savings are much less. For example, 
Professors J. M. Clark, T. W. Schultz, Arthur Smithies, 
and D. H. Wallace write: “We doubt that the most 
rigorous economy could achieve a reduction of more 
than one or two billion from the budget estimates of 
1951-52.” Hart, op. cit., p. 185. 

11 Program Committee of Committee for Economic 
Development, Conditions Necessary for Effective Price- 
Wage Controls, February, 1951, pp. 3-4. 
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3. A national program to encourage 
savings. The Program Committee of the 
Committee for Economic Development 
urges such a plan 


to bring home to our people their individual 
responsibility to save. As part of such a 
program we should enlist the cooperation of 
the leadership that exists in our communi- 
ties. The government should cooperate by 
instituting an aggressive campaign for the 
sale of savings bonds. The program should 
be more than a drive for savings bonds—all 
forms of savings should be encouraged.” 


4. Allocation of those goods in criti- 
cally short supply. During World War 
II, rationing was a more effective price 
control device for food than were direct 
price controls. Through rationing tech- 
niques it is possible to limit demand to 
the goods available. While rationing of 
consumer goods is so complicated that 
it should be reserved for an all-out-war 
program, it can be applied quite easily 
to those scarce raw materials, fabricated 
parts and materials, installations and 
accessory equipment which are so vital 
to the present mobilization plan. 

5. Higher taxes. In general, taxes are 
already too high. Under our type of 
economic system we rely on profits for 
expansion purposes. There is a grave 
danger of taxes reaching such a level that 
venture capital will disappear. More- 
over, it is likely that the foregoing steps 
would probably produce a_ balanced 
budget on present tax rates. But if ex- 
perience should refute this, the next step 
would be a further increase in taxes. As a 
matter of fact, if tax experts should con- 
clude that there is a chance of a deficit 
after taking the foregoing steps, higher 
taxes should be imposed at once rather 
than take that chance. In this way, any 
additional excess purchasing power can 
be absorbed. 


2 [bid., p. 


CoNnCLUSION 


In summary: 

1. Under a direct price control pro- 
gram, prices increased during World 
War II, quality deteriorated, and black 
markets flourished. 

2. Following World War II when the 
direct controls were removed, we still 
had to go through a period of sharp price 
advances as prices adjusted to the under- 
lying supply and demand situation for 
goods and services. 

3. Since prices eventually reflect the 
underlying supply and demand situation, 
the best approach to price regulation is 
to increase the supply of goods and serv- 
ices and to decrease demand for them. 

4. Put very simply, on the one hand, 
direct price control without indirect 
controls will not work. On the other 
hand, if we will adopt a sufficiently ef- 
fective indirect control program, the 
complicated direct price regulations we 
have been evolving this year are not 
necessary in a less-than-all-out-war sit- 
uation. 

5. As a matter of fact, the adoption ot 
direct price controls in a readiness econ- 
omy is a positive evil. Such controls 
take our attention from a more funda- 
mental attack on the inflation problem. 
They create black markets, cause qual- 
ity to deteriorate, disrupt distribution 
channels, and waste manpower both in 
devising and enforcing them and on 
management’s part in trying to keep up 
with them. Finally, because they will be 
needed if we enter an all-out-war econ- 
omy, to make use of them at a time 
when they will gradually fall under the 
ridicule of our citizens and lose their ef- 
fectiveness, is to throw away a valuable 
war-period weapon before it is needed. 


Cuar.es F. 


Bates College 
Lewiston, Maine 
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00 MANY businessmen think the pub- 
lic relations practitioner is a sort 
of “‘witch doctor” who can perform 
miracles with the use of secret drugs or 
incantations, whereas a problem in pub- 
lic relations management presents fully 
as complicated a problem as—often 
even more complicated than—manage- 
ment’s problems in engineering, produc- 
tion, or distribution. In order to do jus- 
tice to public relations problems, they 
must be tackled just as thoroughly and 
methodically. 

Research, in public relations manage- 
ment, has the broadest possible connota- 
tions. It is not merely a matter of solving 
a specific problem. It starts with creative 
thinking, leads to the recognition and 
statement of new problems, the deter- 
mination of sound over-all objectives, 
. the development of formulae and plans 
- of action and, finally, follow-through. 
The professional responsibility of the re- 
searcher goes far beyond the mere col- 
lecting, analysis or presentation of infor- 
mation, be it opinion or fact. This infor- 
mation must be made understandable 
and acceptable so that top management 
will use it and benefit by it. A research 
job is not ended when a report is com- 
pleted but rather when its findings have 
been applied and the problem solved. 

Public relations is concerned with the 
entire field of social science—history, 
economics, political science, philosophy, 
and psychology. Unfortunately, for 
many years, social scientists even in 
related fields tended to remain very 
aloof from each other. Not only did they 
pursue their own special ends, but within 
each of the departmental divisions there 
arose new specialists. Today, therefore, 

* Condensed from a speech before the First Joint 
Meeting of the New York Chapter of the American 


Marketing Association and the Public Relations Society 
of America, New York City, December, 1950. 


RESEARCH—BACKBONE OF SOUND PUBLIC RELATIONS* 


it is encouraging to see a new emphasis 
upon development of a new body of 
generalizations having a broader social 
impact and calling for more cooperation 
among the specialists in the various 
branches of social science. 

In other words, all research activities 
dealing with the relationship of human 
behavior and environmental factors can 
be used as guides by public relations 
management. These research activities 
include all those efforts which customar- 
ily are conducted under such a variety 
of names as management, business, eco- 
nomics, marketing, or social research. 
All these fields are concerned with human 
behavior. 


Wuat Is MEANT BY THE TERM 
*PuBLic’’? 


In order to be successful, any public 
relations program must be adjusted to 
the group of people toward whom it is 
directed. The importance of defining 
and evaluating these groups cannot be 
stressed too much. Any executive or ad- 
vertising man knows the importance of 
careful research in finding out whom he 
wants to reach before actually undertak- 
ing any marketing or advertising cam- 
paign. Similarly, in any public relations 
effort, research plays a vital part in the 
determination and classification of the 
specific groups to which a public rela- 
tions program is directed. Obviously, the 
effectiveness of any public relations ef- 
fort increases in. proportion to the speci- 
ficity with which it is directed to a dis- 
tinctive group. 

What do we mean by the word “‘pub- 
lic” ? The American public can be divided 
into national, regional, and local groups, 
or separated according to sex, residence, 
income, education, occupation, national- 
ity, race, religion, etc. In connection 
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with business public relations, three 
arbitrary classifications are useful: 


internal publics—such as the employees, 
stockholders, management, directors. 

trade publics—such as customers, pros- 
pects, dealers, competitors, salesmen. 

external publics—such as the local com- 
munity, media, government representa- 
tives, and the public at large. 


These groups overlap to a consider- 
able degree, so that the beneficial effect 
of a public relations effort directed to 
one will extend to some degree to the 
others. Only ove group in each of these 
classifications is discussed here. 


Employee Research 


Research in the field of employee rela- 
tions constitutes one of the two most 
highly developed areas in public rela- 
tions. Basically, all employee research 
works toward cooperation between labor 
and management along the following 
lines: informational cooperation where 
labor and management jointly gather 
facts; advisory cooperation wherein 
either side may consult the other; con- 
structive cooperation whereby positive 
suggestions for improvements may be 
made by both groups; joint determina- 
tion of important mutual problems, such 
as in matters of collective bargaining. 
Research in human relations can deter- 
mine the basis for any of these methods, 
whether existing at the present or to be 
developed. Personnel research has be- 
come a major field of study by itself and 
developed a considerable literature. 

Cooperative plans have not by any 
means worked in all cases. Many unions 
and companies believe that there are al- 
ternative methods which have proved far 
more effective. However, research can 
help them find out what these other 
methods are. 

To begin with, there is the broad 
academic research which tries to develop 


certain basic theories which can be used 
in tackling specific recurring situations. 
An example is “the theory of adaptive 
human behavior” designed to facilitate 
analysis of why people act in certain 
ways. There are also other academic ap- 
proaches such as setting up a framework 
of analysis either to encompass a variety 
of observations or to develop a theory 
which will forecast future action. 

In the realm of application, various 
companies have done research in human 
relations on different fronts. The best 
known ones are the different forms of 
“psychological research.” They have be- 
come an integral part of the personnel 
field. This wide field of research includes 
the entire procedure on selection, place- 
ment, and training of personnel. Tests 
are available for measuring aptitude, 
ability, intelligence, achievements, per- 
sonality, interest, and attitudes. A good 
deal of research is being devoted today 
to establish certain basic traits indicating 
executive ability among personnel. Men- 
tion should also be made of the economic 
research dealing with probable future 
labor trends. Several companies, for 
example, have made studies dealing with 
wage and employment trends in terms 
both of their industry as well as the 
country as a whole. 

Analytical surveys have provided many 
companies with the groundwork for re- 
visions of policy. First, existing literature 
is digested. Then a number of companies 
are visited. Specific practices are stud- 
ied, and known experts on them are in- 
terviewed. The resulting material is an- 
alyzed, conclusions are drawn, and ap- 
plications to the particular company are 
made. Foremen’s functions and com- 
pensation, group incentives for super- 
visors, management training programs 
for foremen, executive selection and 
training, pre-employment training gen- 
erally, organization of industrial rela- 
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tions departments, the whole process of 
communication, conference programs, 
benefit plans, job pricing practices, to 
name only a few, have all been the sub- 
ject of research. 

Attitude surveys form a major part 
in employee relations. Their revelations 
about the major job factors to appli- 
cants coming into the firm serve as a 
useful screen. Results have been analyzed 
in terms of the new employee’s charac- 
teristics and his job goals. For example, 
research has developed considerable evi- 
dence of what the average American 
industrial worker is primarily interested 
in. 

Unsigned questionnaires have been 
used to great advantage in a study of 
employee morale. Besides providing an 
outlet for employee grievances, this pro- 
cedure enables management to deter- 
mine where trouble spots are and how 
corrective measures can be instituted. 

Very interesting are the results of sur- 
veys before and after an employee rela- 
tions campaign was conducted. The 
management of the companies conduct- 
ing such surveys expressed particular 
satisfaction about the non-economic 
values of such studies, such as increased 
understanding of company business, 
better employee participation in com- 
pany affairs, and more pride in their 
work. 

Good employee relations also have im- 
portant by-products as Cyrus Ching has 
pointed out: “If your employees believe 
in you... your reputation begins to 
rise and rise in the minds of the public, 
not because of a conscious effort on your 
part to bring it about, but through the 
influence of your employees.” 


Customer Research 


The customer is the focal point among 
trade groups. What factors underlie 
customer attitude? Quality, service, the 


company’s business ethics, employee 
relations, community spirit, and many 
others. Research can disclose not only 
the customers’ or salesmen’s opinions 
but establish the basis for a sound work- 
ing policy with them. Such a research 
program must be of a continuous nature, 
based on a constant re-examination of 
the needs and desires of the consuming 
public. 

An outstanding application of re- 
search among present or prospective 
customers has been done by a major 
public utility. The company has tried to 
find out what people think about it by 
going directly to them and asking them. 
During the more than 20 years of the 
company’s efforts to obtain customer 
opinion, the views of over a million peo- 
ple have been obtained. These studies of 
customer attitudes, based on scientific 
sampling procedure, are now conducted 
semi-annually; their results are shown 
regularly to top management on an index 
basis. The questions asked seek informa- 
tion in four major categories: (1) attitude 
toward the service provided by the 
company; (2) attitude toward cost of 
service; (3) attitude toward the company 
in particular (including questions on its 
reputation in the community, how well 
it is run, reasonableness of profits, and 
treatment of employees); (4) recall of 
company advertising both in the press 
and radio. 

Research has given management in- 
formation on other factors which influ- 
ence customers’ purchases. For example, 
one company undertook a study of the 
effect of store lighting. It was found that 
over-lighting decreased sales and that 
color and quality of light have a signifi- 
cant effect on purchases made. The com- 
pany decided that all its stores must 
measure light and use it effectively. 
They also investigated other factors 
which had a psychological effect on the 
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customer, i.e., size and color of price 
tags and number of units shown in a 
display. The findings of these studies 
were used to good advantage with the 
result that this company had a 30 per 
cent increase in business at a time when 
most of its competitors experienced a 
decline in business. 

Local surveys help reveal formative 
attitudes toward a company and its prod- 
ucts. Some chain stores even train their 
local managers to look for unfavorable 
expressions about the company. Then 
they try to track down such rumors and 
refute them. Similarly, any derogatory 
press remarks are made the subject of 
thorough research and correction. 


Community Research 


There are thousands of applications of 
research in dealing with community re- 
lations but all of them have certain un- 
derlying basic principles. The steps an 
organization may use to achieve a 
harmonious relationship cannot be de- 
termined without a thorough study of 
the individuals who comprise a com- 
munity, their background, their eco- 
nomic status, and their needs. 

If community relations are not satis- 
factory, the company must find the core 
of the difficulty. Often causes for poor 
community relations cannot be deter- 
mined by an opinion poll or by run-of- 
the-mill surveys. Specialized methods, 
such as “depth interviews,” may be re- 
quired. Sometimes the central problem 
is one of technological developments. 
Perhaps a change in supply of natural 
resources caused industrial unrest. May- 
be there are special groups among the 
public who for some reason feel! dis- 
criminated against. These and many 
other questions need to be answered by 
thorough, unbiased, painstaking re- 
search. 

This type of research will bring to 


light certain basic causes of dissension 
and bad feeling. This information can 
then be used as a basis for eliminating 
them and for -bringing the adequate 
facts to the community. 

An interesting example of research in 
the field of community relations is a proj- 
ect sponsored by a paper company, the 
major industry in a small Minnesota 
town. This organization conducted in- 
terviews with residents dealing with 
questions about the community as a 
whole, its schools, its recreational facili- 
ties and what the people liked or disliked 
about the company. There were also 
questions on what the public believed 
the company did with its profits, ques- 
tions on wages and hours and other 
phases of the personnel policy. All an- 
swers, both favorable and unfavorable, 
were reprinted in full in the local paper. 
A reprint of the entire survey, together 
with a special letter from the general 
manager, was sent to every employee. 

The general manager was interviewed 
over the radio and explained briefly the 
purpose and methods of the survey as 
well as some of its findings. Another 
radio interview was held with the may- 
or of the town, wherein the company 
described its present recreational facili- 
ties and pointed out what further plans 
had been made for additional efforts 
along this line. The company’s safety 
director also was interviewed on the air 
to explain what the company had done 
for removal of hazards by safety and 
inspection committees, for personnel 
protection and for first-aid purposes. 
These radio talks were followed by 
newspaper advertisements. 

Many companies use a continuing 
analysis of newspaper editorials and 
other services to keep informed on how 
their industry or company is thought of. 
They furthermore measure the effect of 
specific campaigns in newspapers, mag- 
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azines, and radio and, where it is advis- 
able to apply corrective measures. 

All of the research methods used by 
advertising men apply, with equal valid- 
ity, to public relations. We have just 
begun to learn how to gauge the effec- 
tiveness of advertising copy by such 
methods as opinion tests, readership 
tests, recall tests, tests of response, or 
sales tests. More research needs to be 
done before an advertisement ever 
reaches a magazine or a commercial on a 
radio network. This covers such questions 
as, What does the advertiser or public 
relations man really want to achieve? 
What prejudices does he want to over- 
come? 

To plan an advertising campaign with- 
out basic knowledge about the people 
we want to affect is like flying blind. 
Questions such as, “Who is interested 
in our product?” “Who buys it?” “Who 
uses it?” “What do they use ‘it for?” 
“How much?” “When?” “What do they 
know about our message or product?” 
“About the companies we represent?” 
“Where do they buy?” “How did they 
start using it?” are just a few which 
require answers in the planning of an ad- 
vertising and public relations campaign. 

Every step in an advertising cam- 
paign has tremendous research possibil- 
ities: the determination of the problem 
to be treated, decision on the groups to 
be reached, selection of the media, se- 
lection of the copy theme, pre-testing 
the copy, and finally scheduling the ad- 
vertisement. Advertisers in the last dec- 
ade have learned a great deal about 
attitudes of people, and have refined 
their methods so that they now can 
measure, to a degree, even latent attri- 
butes. The public relations man should 
borrow advertiser research techniques 
which give an insight into the reason 
certain attitudes develop, change, or fail 
to develop. 


What Research Cannot Do 


To know what research cannot do, is 
as important as what it can do. 

In the measurement of human per- 
sonality, all the influencing factors can 
never be isolated and there are always 
some aspects which have not been meas- 
ured or ascertained. To know exactly 
what they are is imperative for every 
researcher in human behavior. For ex- 
ample, a poll may indicate only what an 
individual wants to tell the inquirer, or 
only what he thinks the inquirer wants 
to hear. Unconscious censorship often 
prevents the interviewee from saying 
what he really thinks or will do. Some- 
times the answer is an attempt to build 
up the respondent’s ego, or it may reflect 
environmental emotional conditions. Per- 
haps the attitude or personality of the 
investigator affects the validity of the 
poll. The continuing debates on sam- 
pling methodology show that even this 
issue is not yet settled to everybody’s 
satisfaction. Too many polls give only a 
quantitative measurement, based on 
“yes” and “no” answers. They do not 
show whether or why a man will change 
his point of view, because they do not 
show intensity of attitude. Others do 
not show the relative importance of 
several determinants. 

These are just a few of the limitations 
of one type of research in social science— 
opinion polling; while at least partial 
answers to many of these problems have 
been found, new limitations appear at 
the same rate as the old ones are 
solved. 

Many research workers themselves 
are partly at fault if their work has not 
been sufficiently appreciated. Sending 
out a few questionnaires and tabulating 
the answers in some fancy fashion, is no 
all-out contribution of research in pub- 
lic relations. 
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CONTRIBUTION OF RESEARCH 


For research and public relations to 
work hand in hand it is necessary that 
they must share one fundamental belief: 
that human behavior is not entirely 
based on fanciful whims and social 
phenomena, is not all accidental but can 
be observed, measured and even pre- 
dicted. Anybody not prepared to take 
this view is forced to rely on providence 
approachable only through prayers. 

If, on the other hand, we believe, as 
we must, on the basis of both theory and 
available evidence that social behavior 
can be understood within a scientific 
framework then we can establish for 


public relations a foundation as firm and 
solid as for any of the social sciences. 
And the executive who understands and 
knows how to utilize the tremendous 
sources of social research in his public 
relations activities will be years ahead 
of his competitor who relies on hunches 
and intuition. It is, therefore, the re- 
search-minded executive of today who 
understands the strength and limitations 
of this vast resource who will become 
the true public relations executive of 
tomorrow. 
Frank Lanc 


Association of Casualty and Surety Com- 
panies, New York, N. Y. 


THE STATUS OF MARKETING RESEARCH 


ccoRDING to Webster, research may 
be defined as “diligent investiga- 
tion, “careful or critical examination in 
seeking facts or principles.” Roget’s 
Thesaurus lists “research” under the 
general heading “inquiry” which, in turn, 
falls under the further headings, “‘IN- 
TELLECT, (1) The Formation of 
Ideas.” 

To proceed one step further, science, 
Webster tells us, is “knowledge of 
principles or facts,” especially when 
systematized and formulated with ref- 
erence to the discovery of general 
truths or the operation of general laws. 

There is a clear relationship between 
these definitions. “Science” is the knowl- 
edge of principles and facts, derived as a 
result of “research,” the diligent inves- 
tigation for, and critical examination of, 
facts. Put most simply, the foundation 
of science is research, the collection and 
analysis of facts. 

We in America today are proud of our 
progress in scientific management. We 
consider ourselves rational men who 
maintain a scientific attitude toward our 


work. We place no premium upon emo- 
tional or intuitive action in the world 
of business. Businessmen generally ap- 
prove the scientific approach in the de- 
velopment of new products, in the eval- 
uation of production methods, improving 
plant layout, and so on. Much of our 
industrial progress has been based on 
this scientific approach. 


Extent of Marketing Research 


To what extent is scientific manage- 
ment applied in the field of marketing? 
Let us see what scientific management 
means when the term is applied to mar- 
keting. Clearly, it does not mean labora- 
tories comparable to those used in de- 
veloping products. Nor does it mean 
time studies and like procedures carried 
on in production. But laboratories and 
time studies do not represent scientific 
management; they are but the tools of 
“diligent investigation” of facts, tools 
which happen to be appropriate to those 
phases of business. Science shapes the 
tools to its purpose, and different ones 
are required for marketing. 
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Scientific management in marketing 
calls for the application of research with 
respect to any and every kind of market- 
ing problem. Marketing problems are 
peculiarly difficult today because the 
facts requiring study are not nearly so 
accessible as those pertaining to manu- 
facturing and certain other phases of 
business. For this reason one might ex- 
pect that business management would 
lavish special time and attention upon 
the marketing research field. That this 
is not the case is all too obvious. But 
because marketing research men con- 
stantly point with pride to the develop- 
ment of their field, it is important to 
know just how things do stand. Let us 
examine marketing research for a mo- 
ment. 

Counting everyone down to the green- 
est assistant, probably less than 8,000 
people are engaged full time in marketing 
research. Less than 400 manufacturers 
have any full-time personnel. Many in- 
dustrial giants have none. Of all the 
wholesalers, retailers, service companies, 
public utilities, financial houses, ex- 
porters and importers, probably less 
than 200 do organized marketing re- 
search. There are less than 500 adver- 
tising agencies, media and independent 
research firms with full-time research 
men. 

Company research departments are 
normally very small. Most of them have 
one to three people. Large departments 
are so uncommon that there hardly 
exist clear-cut job classifications. In- 
stead, one encounters certain common 
titles—director of research, marketing 
analyst, statistician, research assistant, 
without a work pattern clearly asso- 
ciated with the titles. The single re- 
search employee of a manufacturing 
concern may bear any of the first three 
titles quite irrespective of his salary, his 
experience, or his standing in the com- 
pany. 


Content of Marketing Research 


A large proportion of the marketing 
research that is done is associated with 
advertising. 

Advertising agencies and media dem- 
onstrate in practice a fairly clear and 
confined view of research. To them the 
field encompasses copy, media, audi- 
ence, and program research, prepara- 
tion of sales potentials or sales quotas, 
brand preference studies, product and 
package studies, and research into cus- 
tomer characteristics, buying habits and 
motives. 

In other concerns, marketing research 
has a more limited range. The company 
research department has certain com- 
mon chores: the preparation of sales 
quotas, the analysis of sales statistics, 
the execution of product and package 
studies. Beyond this point it serves 
as a convenient handy man to under- 
take a miscellany of assignments, many 
of which run beyond the marketing 
field. The limited range of work under- 
taken by any one department and 
the wide range found when dozens 
of companies are studied as a group 
simply emphasize the limited concept 
of marketing research common to busi- 
ness today. Perhaps it is even more 
significant that active research direc- 
tors rarely mention any studies in sales 
organization and operating methods, 
studies in salesman selection, train- 
ing, compensation and control, anal- 
ysis of distribution channels or general 
marketing policy, studies of pricing, or 
distribution cost analyses, phases of 
marketing which bulk so large in mar- 
keting textbooks. 

Business management clearly does 
not typically employ a scientific attitude 
toward marketing. It does not make dili- 
gent investigations of the range of mar- 
keting issues and cannot, therefore, base 
decisions upon a sound foundation of 
fact. Instead, executives rely on per- 
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sonal experience and intuitive judgment 
for the solution of critical marketing 
problems, often at the very moment 
they point with pride to their research 
laboratories and scientific production 
studies. 


Reasons for Neglect of Marketing Research 


It is obvious that marketing research, 
despite its inching progress in recent 
years, has so far failed to carry out its 
function. The reasons for this failure 
are many. 

First and foremost has been the failure 
of businessmen and research men alike 
to appreciate the full scope of research 
in marketing. We have forgotten that 
research is nothing more than diligent 
investigation of facts and their critical 
examination as a basis for decision. We 
have failed to emphasize the point that 
all decisions covering all phases of mar- 
keting management require a basis in 
fact. Research in marketing has become 
a high-sounding word. Businessmen think 
of such research as vague, nebulous, 
smacking of bureaucracy. It has seemed 
expensive, abstract, theoretical, rather 
than a concrete tool for the resolution 
of earthy problems. Many top-level 
businessmen who have worked their way 
up from the “‘firing-line” (and most of 
them have) shy away from “research.” 

Second, many of the leaders in re- 
search have been so academic or so con- 
cerned over professional niceties that 
they have failed to recognize that the 
basic test of research lies in results. 
The less we develop a technical jargon, 
the less we pretend to occult powers, the 
better off we will all be. Research men 
must be scholarly in approach, but we 
must first of all be businessmen. Let 
us not fail to use short cuts or improvise 
to meet deadlines or to cut costs when 
these are prerequisites to any value from 
research. If quality appropriate to the 
issue is not possible, let us avoid re- 


search altogether rather than produce 
misleading results. And let us admit 
mistakes rather than rationalize in four 
syllable words. 

Third, many research men _ possess 
very limited qualifications for their work. 
There is a vicious circle of a sort here. 
Because management commonly places 
a rather low value on research, it lists 
qualifications required in the following 
order: 1) basic college education, 2) 
ability to get along with people, 3) basic 
intelligence, 4) imagination, initiative, 
and analytical competence. These cri- 
teria, taken in conjunction with the low 
salaries usually paid, generally lead to 
the appointment of mediocre people or 
young people to research positions. The 
abler young people soon discern the 
standing of marketing research in the 
minds of management personnel and 
gravitate to other fields. Worse yet, even 
they do not leave research with a full 
realization of the role it should and could 
play in marketing management. To 
them, marketing research is concerned 
with application of certain special tech- 
niques to solve a limited range of mar- 
keting problems. 

Fourth, there is an almost universal 
failure to emphasize that phase of re- 
search referred to in Roget’s classifica- 
tion, “The Formation of Ideas.” Im- 
agination and constructive thinking for 
business is much too uncommon. 

The foregoing statements are gener- 
alizations; they do not apply without 
exceptions. Indeed, there are a growing 
number of concerns which manifest full 
understanding of the role research should 
play in marketing. But they are excep- 
tions, not representative of American 
industry. 


Improving the Situation 


Much the most important task in 
improving the situation is one of educa- 
tion. Every director of research, every 
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teacher of marketing, everyone who 
writes on the subject of research, every- 
one who sells research service must as- 
sert and reassert these simple themes: 
“Business judgments and decisions 
should be made on the basis of facts. 
The collection and critical examination 
of facts pertinent to decision is the job 
of research. The need for facts as a basis 
of decision applies to all phases of busi- 
ness management, but the problem of 
collecting and examining facts bearing 
upon marketing issues is especially acute 
simply because the facts are less acces- 
sible and less easy to establish. Research 
can be done best by men specially skilled 
at such work. Because of the gravity of 
many business judgments, personnel 
employed to supply the basic facts must 
be of exceptionally high calibre and 
enjoy the confidence of executive offi- 
cers.” 

The endless repetition and illustration 
of this theme can possess decisive effect. 
Marketing textbooks should emphasize 
the scientific approach and call attention 
to the need for, and availability of, facts 
as the basis for judgment. The sweeping 
generalizations commonly made with 
respect to channels of distribution, sales 
organization, pricing, and the like should 
be tempered by a presentation of the 
facts which warrant the recommended 
policies. An indication should be given 
that when the facts are other than those 
listed, other policies than those recom- 
mended may be most advantageous. 
Casebooks avoid the generalizations of 
the texts and endeavor to provide the 
significant facts upon which decisions 
may be made. For this reason alone, 
casebooks in marketing and the case 
method of teaching have much to rec- 
ommend them, if the marketing course 
is a course in business administration 
rather than an economic description 
paralleling the study of economic geog- 


raphy. 


Everyone concerned with employing 
or recommending personnel for research 
should give particular weight to the 
individual’s skill in the formation of ideas 
and his ability to carry out his assign- 
ments without recourse to technical 
jargon or academic approach. Research 
men too often lack intimate knowledge 
of the products, personnel, policies, 
and practices of their companies (or 
clients). Their “knowledge of the busi- 
ness” is consistently discounted by 
operating men. Nor do research people 
always possess adequate poise in dealing 
with top management. These are de- 
ficiencies which can and should be rem- 
edied. 

These comments may seem to suggest 
an extreme emphasis upon surveys of 
one kind or another. This is not the case. 
Most companies have an extensive body 
of factual information accessible to 
them. Reference to these facts, already 
at hand or readily collectable, is ade- 
quate for most current needs. Even these 
may not be referred to for solution of 
minor issues, for such issues do not in- 
volve much of a gamble and warrant 
little expenditure of time or expense for 
data as a means of improving judgment 
and decision. Expensive laboratory ex- 
periments are not conducted to resolve 
minor technical problems not worth the 
cost. 

But in every business there are issues 
of major importance arising more or less 
continuously, their number and _fre- 
quency depending on the size and com- 
plexity of the business. Whatever these 
problems concern in the marketing field, 
they should be approached with the 
scientific attitude. They should be ex- 
amined carefully from all sides so that 
they can be well understood. The facts 
necessary to provide a sound foundation 
for judgment should be listed. Then it is 
possible to see which of the facts can be 
gotten within necessary time limits and at 
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reasonable cost. 

Whatever the marketing issue, it is 
the task of research to supply the facts 
in an organized fashion, their relevance 
to decision clear. Presentation of the 
facts must evidence a full understanding 
of the problem; it must be timely and 
easy for the business executive to grasp. 
Then one can expect the most considered, 
rational, scientific business decision. The 
decision is not automatic. There is no 
immutable force driving from the facts 
to the decision. Knowing all the facts, 
however, does not give the business- 
man an open-and-shut answer. Execu- 
tive judgment is crucial. Scientific pro- 
cedure provides the “knowledge of 
principles or facts.” Business judgment 
takes these principles and facts into ac- 
count in deciding what shall be done. 

Years of economic upheaval are test- 
ing times for research men. Major busi- 
ness decisions are numerous. Executives 
are harried by a succession of unfamiliar 
issues. Research is invaluable at such 
times—but not just amy research on any 
terms. Unless executives are convinced 
that decisions should be based on facts 
and that fact gathering and analysis is 
the research man’s job, research will not 
be used. If the research man is academic 
or engages in technical talk, he will not be 
given the confidence of management. If 
he always insists on the sanctity of an 
abstract professional honor which pre- 
vents anything but meticulous research, 


he will not produce results quickly enough 
to meet the urgency of the situation; 
for decisions in such times cannot be 
long postponed. If he is not thoroughly 
competent technically, he will mislead, 
or knowing his weakness, avoid the task 
of working on basic problems. 

The research man must know his 
business, must work speedily and in 
conformance with the need for results. 
He must know when he can contribute 
and when his information facilities are 
too limited to improve on judgments 
based on experience. He must have a 
thorough awareness of the situations 
facing his company or client and have 
its respect for his grasp of the operating 
realities of the businesss. He must have 
confidence in himself and inspire confi- 
dence in others. Those research men who 
possess such virtues will place research 
in its proper position in company affairs. 

Research men must deal with funda- 
mentals and proclaim “decisions should 
be based on fact; research provides the 
facts. Times of major economic change 
are times of decision; research is more 
needed than ever before.” If these points 
can be made successfully, research will 
have the opportunity to prove its real 
worth; if not, research activities will 
play a minor role until “normal” econom- 
ic conditions return. 

Dona.p R. Loncman 
Dun & Bradstreet, Inc. 
New York, N. Y. 


THE RIGHT INTERVIEWER FOR THE JOB 


innumerable discussions have been 
devoted to, the proper selection, train- 
ing, supervision and verification of in- 
terviewers. Yet, one of the most im- 
portant factors—the proper assignment 
of interviewers—has been, in large part, 
completely ignored. 
No two interviewers are alike or work 


Ma has been written about, and 


alike, and these differences can “make 
or break” any study as surely as honesty 
and dishonesty. Several years ago, an 
outstanding supervisor was perplexed, 
when, in connection with sample inter- 
viewing on a cosmetic study, a very high 
percentage of her respondents replied 
that they were using luxury cosmetics, 
whereas she knew that their incomes 
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could not allow for purchases in this 
price range. Excellent interviewer that 
she was, she herself, by her expensive 
ensemble and perfect grooming was un- 
knowingly influencing the answers. There 
were no leading or ambiguous ques- 
tions, but the young women respondents 
were reacting to, and replying to her 
appearance and answering as _ they 
“thought they should” to this woman. 
The next day, when a matronly, mother- 
ly woman interviewed in the same 
neighborhood, she received answers 
which were commensurate with the buy- 
ing power of the respondents. 

Some interviewers are ‘housewives’ 
delights”; they speak the language of the 
housewife and understand her problems. 
Each is at ease with the other, and truth- 


ful answers are forthcoming. Other in- 


terviewers are at their best with a top 
executive. From the moment they enter 
his offices, they are “right,” and can probe 
deeply into any question. Although these 
interviewers cannot possibly be fully 
informed for such varied interviewing 
as plastics, medical equipment and 
heavy machinery, they can question, 
even to the point of asking a respondent 
to spell a word, in such a manner that he 
immediately knows that although they 
may not know this ove word, it is no 
indication of lack of understanding him 
or his importance in their study. An- 
other type of interviewer could simply 
appear stupid, and it can readily be seen 
how this appearance could invalidate a 
study. 

Further, there are “children’s inter- 
viewers” who speak with children and 
not to them; who understand them so 
completely that they know instinctively 
just the right phrase, manner, and even 


stance to bring forth the fullest response. 

A few interviewers recognize these 
factors and confine themselves to the 
studies they do best. The majority, how- 
ever, do not seem to know, but will show 
their unrest and dissatisfaction with the 
“wrong” type of survey by such remarks 
as “I’m not completely satisfied with 
this, but I did the best I could,” “These 
respondents were hard to get to,” and 
“T had to ask him to slow down so many 
times.” 

Too much emphasis cannot be put on 
proper assignments; although the need 
for better compensation still remains a 
thorny problem, many excellent inter- 
viewers are lost through nothing more 
than a nagging dissatisfaction with the 
hit-and-miss, hodge-podge type of work 
they are asked to do. 

Just as one saleslady may find deep 
satisfaction in selling dresses and would 
be miserable trying to sell floor coverings, 
sO one interviewer can be stimulated to 
her best efforts when interviewing re- 
spondents in her best field and bored 
when interviewing those with whom she 
has nothing in common. Only when 
training-supervisors are acutely aware 
of these differences in the first days of 
field observation, can all interviewers be 
properly classified and later properly 
assigned to the jobs for which they are 
best suited. Sadly enough, this fact often 
is completely ignored; a “good” inter- 
viewer is sent out on all kinds of jobs. 
Some seem to go “better” than others, 
some are “easier” than others. Far from 
the truth! For the right interviewer, all 
jobs go well, are satisfying and are pro- 
ductive of the best type of interview. 

EvizaBETH Grecory Morcan 
Morgan Research Associates 
Houston, Texas 
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SOME MARKETING DIFFER- 
ENCES BETWEEN CANADA 
AND THE UNITED 
STATES 


The Montreal Chapter of the Ameri- 
can Marketing Association has just 
completed its fifth year of operation. It 
was the first chapter to be formed out- 
side the boundaries of the United States 
and was followed after a brief interval 
by the Toronto Chapter. 

It is becoming increasingly apparent 
that the Association has done an amaz- 
ing and much appreciated amount of 
work in promoting the interests of its 
northern neighbors. Nevertheless, with- 
out belittling in any way the value of the 
Association, there are definite reasons 
why it is not so useful to us as to U. S, 
chapters, and readers of the JouRNAL 
might be interested in some of these 
reasons. 

Canada, by contrast and by compari- 
son, is, to some, a rather odd country. 
Our origins were basically French set- 
tlers who came from Normandy to 
Quebec, a number of Scots (especially 
after the 1745 rebellion), and “United 
Empire Loyalists,” after the Wars of 
American Independence. During the 
present century immigrants have entered 
in large numbers, and these, together 
with our French-Canadian citizens, have 
resulted in the proportion of Anglo- 
Saxons to the total population now be- 
ing lower than in the United States. 

Basically we stand midway between 
our British cousins and our U. S. neigh- 
bors, particularly in our institutions 
and international politics. Our banks 
and other large institutions were founded 


principally by Scotsmen, and this, some 
allege, tends to make us rather dour, as 
well as conservative. Moreover, we live 
in a narrow belt about two hundred 
miles wide along your northern boundary 
and this tends to produce a slight in- 
feriority complex when we look at the 
vibrant, progressive and (we think) 
somewhat mercurial population of the 
United States. 

Nevertheless we have certain valuable 
and constructive characteristics. Both 
the 1914-1918 and the last wars made us 
very conscious of this. We are develop- 
ing fast, both as a nation and industrial- 
ly, and we are glad to welcome U. S. 
capital in doing so. In 1948, U. S. capital 
constituted less than 15 per cent of the 
net private, i.e. non-government, invest- 
ment in plant and equipment, but at the 
end of that year U. S. investments in 
Canada were valued at $5,588 million 
($2,829 direct, $2,596 “portfolio,” $163 
misc.). Of the investments held by other 
countries in 1926, 44 per cent were held 
by the United Kingdom and 53 per cent 
by the U. S.; corresponding 1948 
figures were 21 per cent and 74 per cent 
respectively. Since that year U. S. capital 
has been pouring into Canada, some of 
it speculative (and therefore somewhat 
embarrassing), although most of it 
constructive—in the development of our 
northern oil fields, for instance. 

Even in this field the effect of U. S. 
capital is hard to measure. There is no 
general rule for the operation of a Cana- 
dian subsidiary of a U. S. parent com- 
pany. It is usually not a matter of the 
degree of stock ownership; regardless of 
the proportion of financial interest, 
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U. S. operating control may run from 
virtually complete control to the com- 
plete independence of the Canadian 
branch. Further, it is important to 
realize that U. S. capital is confined 
largely to certain specialized fields. 
There is almost none in our railways, 
banks, wholesale and retail trade, news- 
papers, radio broadcasting, and in 
many fields of manufacturing. 

Moreover, in spite of the large circula- 
tion of U. S. magazines in Canada, of 
the radio programs heard and of exten- 
sive travel by Canadians in the U. S., we 
do not think as much along the same 
lines as citizens of the United States as 
many people assume. One of the chief 
reasons for this is the greater degree of 
public-ownership sentiment, or you can 
call it, if you like, socialism. Our largest 
railroad is publicly owned, as are our 
transcontinental airline, and radio broad- 
casting system, with which local, pri- 
vately owned stations compete. In the 
three Prairie Provinces the telephone 
systems are largely provincial. (The Bell 
system operates only in Ontario and 
Quebec.) The following instances reveal 
some of the difference in thinking between 
citizens of the United States and Cana- 
da: 


1. In 1943 the Gallup polls included the 
following question in both the U. S. 
and Canada: “After the war would 
you like to see many changes or re- 
forms made in the United States 
(Canada) or would you rather the 
country remain pretty much as it was 
before the war?” 


The answers were: 


Canada U.S.A. 
% % 
Reform 71 32 
No reform 23 58 
Undecided _6 
100 100 


2. In the same year this question was 
asked: ‘‘Most people believe the gov- 
ernment should not be controlled 
by any one group. However, if you 
had to choose, which would you pre- 


fer to have control of the government: 


—big business or labor unions?” 
When the “undecided” vote is elim- 
inated, the replies were: 


Canada U.S.A. 
% % 
Big business 35 63 
Labor unions 65 37 
100 100 


3. In January, 1950, these questions 
were asked (it should be borne in 
mind that the Canadian Broadcast- 
ing Corporation is publicly owned; 
it accepts only certain Canadian and 
U. S. commercial programs, and 
most of its time in unsponsored): 
“Do you think the advertising on the 
radio adds or takes away from your 
interest?” 

“Do you think the advertising in 
magazines adds to or takes away from 
your interest in them?” 

The answers to these questions were: 


Radio Magazines 

ada ada 
% % 
Adds 28 44 
Takes away 52 38 13 10 
No difference 15 12 20 #12 


Noopinion 5 6 113 14 


100 100 fee) 


The degree of influence of U. S. 
thinking on Canada is impossible to 
measure accurately. Generally, we tend 
to the conservative viewpoint. The atti- 
tude of the Canadian universities con- 
tributes, to some extent, to this situa- 
tion. Generally, they tend to follow 
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British rather than U. S. lines. Only 
quite recently, for instance, did McGill 
University establish a chair of Commerce 
and there is still no full-time professor 
of marketing. The Montreal Chapter 
has done virtually nothing yet, therefore, 
in the way of assistance to students, 
and our only McGill member is in the 
Department of Psychology. (On this ac- 
count there are only very occasional 
references in the Montreal Chapter to 
problems of teaching marketing.) 

Discussions about government statis- 
tics also have little bearing on our prob- 
lems here. The Dominion Bureau of 
Statistics was organized as the central 
government agency for the compilation 
of statistics in 1915, and, especially in 
view of its limited budget, is universally 
recognized as doing an extremely com- 
petent job. Close collaboration is, of 
course, maintained with Washington, 
especially on methods, but the problems 
and the results quite often vary widely. 
One instance of this is the question of 
prices and price controls. In the last war 
Canada was to some extent a guinea pig 
in this respect; currently we are content 
to let Washington work out policies 
first. This is sensible as the heavy flow of 
U. S. exports to this country means that 
over large areas our prices are controlled 
by the current U. S. prices. 

Another important factor is that we 
are dependent to a much larger extent 
than the U. S. on exports; about one- 
third of our production is exported as 
against some 8 per cent in the U. S. 

This differing attitude is very impor- 
tant in all marketing problems. The over- 
flow circulation of U. S. magazines in 
Canada is very substantial, but do 
Canadians read U. S. advertisements with 
the same attitude that they read those 
in Canadian magazines? (Many of the 
brands advertised in U. S. magazines 
are not obtainable here, and prices are 


usually different.) One large U. S. 
advertiser wanted to cancel his adver- 
tising in Canadian publications because 
the combined overflow circulation of the 
magazines he uses in the U. S. was higher 
than in the Canadian magazines used, 
but it was found that the duplication 
was not extensive. Radio programs are 
in a different category; virtually all have 
special Canadian commercials. 

Research techniques used in Canada 
are the same as those in the United 
States. Dr. Gallup operates here through 
the Canadian Institute of Public Opin- 
ion. The Starch readership service is 
operated here under the direction of 
Gruneau Research. Industrial Surveys 
is affliated with International Surveys 
in Canada, and both operate identical 
consumer panels. Nielsen operates here 
his drug and grocery indexes, but not as 
yet his radio index. The Canadian Ad- 
vertising Research Foundation has been 
established with the blessing and active 
assistance of the Advertising Research 
Foundation, and has indeed carried out 
a prototype for measuring magazine 
audiences in the Canadian “11 Magazine 
Audience Study,” as well as supervising 
three Canadian studies in the transpor- 
tation advertising series. The Continu- 
ing Studies of Newspaper Reading have 
included four studies of Canadian daily 
newspapers. 

One of the great obstacles to the 
greater use of research in Canada is its 
relatively high cost. For statistical reli- 
ability, the sample in Canada has to be 
almost as large as its U. S. counterpart, 
so that the relative cost is high. 

Starch has been operating in Canada 
for just over two years, so that it is too 
early to speak dogmatically, but it is 
almost certain that readership of adver- 
tisements is higher here because (1) the 
average home takes in fewer magazines, 
and (2) these magazines have fewer pages 
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(and fewer advertisements). It is also 


quite likely that radio programs are more 


effective here, and for roughly the same 
reasons: less competition from compet- 
ing programs, and higher ratings. (This 
is perhaps a rash generalization; much 
work remains to be done.) 

But it is quite definite that this state- 
ment about radio applies to the French- 
Canadian market in Quebec. In general, 
the bilingualism of Eastern Canada pre- 
sents an expensive problem to the adver- 
tiser. Not only must his labels be in both 
French and English, but his advertise- 
ments must also be in French, quite often 
with a different appeal. His radio pro- 
grams must be entirely different. The 
French-Canadian is an avid radio lis- 
tener; one entirely French program has a 
regular monthly rating of 70 per cent. 
Data collected at the 1941 Census 
showed that 60 per cent of the popula- 
tion of the Province of Quebec (65 per 
cent of the female population) spoke 
French only. 


These instances of the differences be- 
tween Canada and the United States 
should not obscure the value to Canada 
of having chapters affiliated with the 
American Marketing Association. This 
has indeed been widely recognized in 
Canada. At the last three annual confer- 
ences of the Association of Canadian 
Advertisers a session at each has been 
sponsored by the Canadian chapters. 
The key speakers have been from the 
United States. Their addresses have been 
followed by a Canadian panel, either to 
give short talks on marketing or research 
problems or to answer questions. These 
sessions have always drawn large and 
interested audiences, giving ample evi- 
dence of the increasing appreciation of 
the value of the Association in helping 
to solve distribution and marketing 
problems in Canada. 


Henry 


Cockfield, Brown & Co. Limited 
Montreal, Canada 
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Research in Marketing 
JAMES H. LORIE, Editor 


Editorial Staff: R. Bartexs, Ohio State University; Richarp M. CLewetr, 
Northwestern University; Epna Dovuctas, Iowa State College; CHar.es 
Goopman, University of Pennsylvania; Cuartes H. Sevin, Office of Price 
Stabilization. Initials of staff members, in brackets following subject head- 
ings, identify the reviewers of the individual items. 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the 
respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

. Consumer Studies 

. Cost of Marketing 

. Foreign Trade 

. Cooperative Marketing 

. Credit—Mercantile and Retail 

. Retailing 

. Transportation 

. Warehousing 

. Wholesaling 

. Federal, State, Local Regulation 

. Taxation 

. Marketing Theory 

. Prices and Price Policies 


OW CO WD 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Advertising, Product Variation, and the 
Limits of Economics. Alfred Sherrard. 
Fournal of Political Economy, April, 
1951. [E.D.] 


The theory of monopolistic competition 
is inadequate as an explanation of price and 
output and as a standard of reference for 
judging prices and resource use. Marshall’s 
limiting assumptions have been abandoned 
but no new assumptions have replaced them. 
The sloping marginal revenue curve for the 
individual producer is not one curve, but 
may be a whole group of curves of unlimited 
number, each for an individual variation in 
the “product.” Selling costs cannot be ana- 
lyzed to determine the most efficient combi- 
nation of factors, for changes in demand do 
not bear a precise or ordered relationship to 
selling expenditures. The theory fails to treat 
adequately the relationships between the 
demands for different products of various 
firms. It is assumed that the business man 
knows the shape of the demand curve for 
his product. The theory does not prove that 
resource use under monopolistic competition 
would differ from the competitive ideal. 

The reason for the inadequacy of monopo- 
listic competition theory is that problems 
presented by advertising and product dif- 
ferentiation are not problems of scarcity 
and cannot be dealt with within the philo- 
sophical framework of economics. 
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1.2 Good Taste in Advertising. S. R. Bern- 
stein, Harvard Business Review, 
May, 1951. [E.D.] 


The advertising campaign for television 
receiving sets which began in November, 
1950, is a conspicuous example of the dis- 
service which can be done to advertising in 
general by copy which violates the public’s 
ideas of good taste. Advertising which is 
untruthful or misleading or in bad taste can 
harm that which is “good.” On whom does 
the responsibility for truthfulness rest? Pri- 
marily upon industry itself through self 
regulation (Better Business Bureaus, stand- 
ards of each advertising medium, AAAA) 
and upon government through legislation 
(FDA, FTC, FCC). On whom does the re- 
sponsibility for good taste rest? Primarily 
upon the advertiser, who has complete con- 
trol over his advertising and whose name 
underwrites that advertising. But the re- 
sponsibility of each advertiser does not end 
with his own advertising; for bad taste in 
only a small fraction of advertising reflects 
upon all businesses, however remote, Only 
by an industry imposed policing can infrac- 
tions be halted instead of condoned. 


1.3 Are Retailers Becoming Media Brokers? 
Joseph Lorin, Printers’ Ink, April 6, 
1951. [R.M.C.] 


A trend in so-called “cooperative adver- 
tising” is showing up in the buying and sell- 
ing of advertising space and time of giant 
retailers. Large department stores and at 
least one drug chain are taking advantage 
of retail and bulk rates to shift some of their 
advertising costs to manufacturers. News- 
papers, magazines, radio and television are 
the principal media involved. “The trend is 
unmistakably toward the large retailer be- 
coming a wholesaler of advertising space and 
time.” The development of a seller’s market 
could arrest this trend. Barring that de- 
velopment it is not entirely clear how manu- 
facturers will be affected in the long run. 


1.4 Two Jobs for Agency Research Are 
Enough. W. H. Wulfeck, Printers’ 
Ink, May 18, 1951. [R.M.c.] 


Agency research should be directed toward 


answering two questions: (1) “How can we 
make better advertising to sell more prod- 
ucts for our clients?” (2) “How can we 
demonstrate to prospective clients our capac- 
ity to serve them better than our competi- 
tors?” Advice or research relating to sales, 
merchandising, new product development as 
well as problems on plant location and 
finance is held to be beyond the proper ac- 
tivity of agency research. Agencies are 
specialists in advertising; they are not in the 
research business. 


1.5 How Is Advertising Bought? Printers’ 
Ink, June 1, 1951. [R.M.c.] 


Executives of 108 companies in 25 cities 
in 14 states, representing consumer and 
industrial goods manufacturers and the serv- 
ice industries, revealed that major decisions 
on advertising are made by an executive 
group and the agency. The extent of influ- 
ence of executives in different positions in 
selecting general classes of media is indi- 
cated on the basis of first choice and total 
mentions. Top management, advertising 
manager, sales manager and agency rank in 
that order as first choices. On the basis of 
total mentions the order of rank changes to: 
top management, sales manager, agency 
and advertising manager. 

In the selection of specific media top man- 
agement also ranks first on both bases. As 
might be expected, it was found that top 
management in small companies played a 
larger role than in large companies in the 
selection of specific media. Also included are 
results pertaining to factors in selection of 
general type and specific media and methods 
of determining advertising budgets. 

Almost 50 per cent of the companies indi- 
cated that they tie their advertising budgets 
to sales in dollars or physical units (35 per 
cent reported per cent of sales and 14 per 
cent per unit of sales as their method). 
Twenty-five per cent said they use the 
arbitrary method (so-called) and four per 
cent reported no budget. The task method, 
generally agreed to be the most logical but 
not always the easiest to use, was reported by 
only 25 per cent of the companies. 

Based on total mentions, the sales man- 
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ager was most important in the selection of 
products to be advertised, the advertising 
manager, by a small margin, in the selection 
of markets to be reached, and the president 
by far the dominant influence in deciding 
the amount of the advertising budget. 


10. COST OF MARKETING 


10.1 Dry Goods and General Merchandise 
Stores. Cost of Doing Business Sur- 
vey No. 2. Dun & Bradstreet, Inc., 
99 Church Street, New York 8, New 
York. 6 pp. Free. [c.s.c.] 


Data dre presented on the 1949 operations 
of 214 dry goods and general merchandise 
stores. In addition to median data for the 
entire group, separate tabulations are pro- 
vided by sales size, city size, form of organi- 
zation, type of shopping location, proportion 
of credit sales, and rate of profit. Each table 
shows typical sales ($66,700 for the entire 
group), gross margin (27.5 per cent for the 
group), total expenses (24.7 per cent for the 
group), separate ratios for the principal 
items of expense, net profit, and stock turn- 
over. 

In general the smaller stores and those in 
the smaller cities enjoyed the most favorable 
profit ratios. 

The most profitable stores within the 
group, 69 units earning § per cent or more on 
sales (before federal income taxes), averaged 
somewhat smaller volume than the group as a 
whole. They achieved a better gross margin 
(29.3 per cent) and had lower than average 
expenses in every expense classification; 
total expenses for these stores were only 20.6 
per cent of sales as compared with 24.7 per 
cent for the entire group and 27.2 per cent for 
the 75 least profitable stores. 


14. RETAILING . 


14.1 Fashion Merchandising. Alfred H. 
Daniels, Haroard Business Review, 
May, 1951. [E.D.] 


Fashion merchandising involves attention 
to three basic problems: (1) the mechanics 
of merchandising, which concerns how much 
to buy, what to buy, and when to buy; (2) 
the arts of merchandising, which concern the 


means by which one can outreach competi- 
tors; and (3) fashion feeling, which is the 
adaptation of the staff and the physical sur- 
roundings to the fashion sensitivities of cus- 
tomers. Specific means for dealing with each 
of these problems are described, with em- 
phasis upon the strategic role of the unit 
control card. 


14.2 Recent Trends in Retail Trade. Walter 
W. Jacobs and Clement Winston, 
Survey of Current Business, May, 
1951. [E.D.] 

After reaching a peak in the summer of 
1950, and again in early 1951, the physical 
volume of seasonally adjusted retail sales 
declined to a level of 95.9 in March, 1951 
(June, 1950=100). This decline is possibly 
accounted for by the short duration of the 
two post- Korea buying waves, price controls, 
credit restrictions, the reduced backlog of 
demand for consumer durables, and the 
curtailment of residential construction. 

Retail store sales expressed as a percent- 
age of disposable personal income, and such 
sales and income plotted against a regression 
line fitted to 1929, 1933, and 1935-41 data 
projected, both show that sales of nondurable 
goods stores were “unusually” low in rela- 
tion to disposable personal income during 
1942-45 and were “unusually” high dur- 
ing 1946-51. Sales of durable goods stores 
were relatively low in relation to income dur- 
ing 1942-47, were close to the regression line 
in 1948-49, and only in 1950 clearly rose 
above the regression line. 

Regional differences in the effect of defense 
expenditures, not yet apparent in March, 
1951, may appear at a later date. 


17. WHOLESALING 


17.1 Survey of 1950 Operations of Service 
Wholesale Druggists, Orin E. Burley. 
(Bulletin No. 43, The National 
Wholesale Druggists’ Association, 
330 West 42nd Street, New York, 
New York.) 50 pp. Free. [c.s.c.] 


This survey of 1950 operations of service 
wholesale druggists contains many tables 
and charts dealing with service wholesale 
druggists’ operations. Returns, representing 
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more than 50 per cent of the total wholesale 
drug trade, are classified first as to size of 
operation and second as to geographical 
area. The purpose of this study is to provide 
standards by which wholesaling management 
may judge individual company operations 
against industry averages. 

The 1950 study includes for the first time 
a section entitled “Productivity Informa- 
tion.” Average line extension (computed by 
dividing the total number of invoiced lines, 
excluding omitted items, on sales orders for a 
specific period into the sales volume for the 
period) data are given by calendar quarters 
and on an annual basis. Similar information 
is given for “lines per man-hour” in the 
warehouse by size of house and by regions. 
Inter-quartile range data are also shown. 


20. MARKETING THEORY 


20.1 The Contactual Function in Marketing. 
Edmund D. McGarry, Fournal of 
Business, April, 1951. [E.pD.] 


The purpose of marketing is to make the 
adjustment between what people desire and 
what it is practical for business to produce. 
The contactual function concerns searching 
the market to determine who the potential 
customers are and maintaining connections 
between sellers and buyers. Through these 
contacts not only does information flow, 
but loyalties (or “connections’”) are de- 
veloped that give to the structure a stability 
which decreases risks and reduces marketing 
costs. Because the development of new con- 
tacts is one of the most costly elements of 
marketing, use of established contacts is 
encouraged and the extent of price competi- 
tion is reduced. 


21. PRICES AND PRICE POLICIES 


21.1 Imperfect Competition in Retail Trades. 
Julia Hood and B. S. Yamey, 
Economica, May, 1951. [E.D.] 


Although retailing is not an example of 
perfect competition, price is an important 
aspect of such competition. The demand for 
goods and services of a particular retailer, 
while relatively inelastic in the short-run, 


are quite elastic in the long-run; for cus- 
tomers’ adjustments to differences in price 
and qualities and services, although slug- 
gish, are made eventually. Innovations in 
techniques of retailing (cooperatives, de- 
partment stores, chains, mail order, self- 
service) have been significant and have been 
readily imitated. Freedom of entry into re- 
tailing has also increased price competition. 
Even though the number of retail establish- 
ments within a recognized market area may 
be small, such areas are not isolated; shop- 
pers may choose among several retailers. Nor 
is there evidence that all retailers will re- 
frain from price cuts in order to protect 
competitors. It seems unlikely that retailers 
could arrive at identical prices for all goods 
because of the multi-product nature of 
retailing. 

Market forces in retailing may lead to ex- 
cess capacity, but this is a result of ease of 
entry and a sign of disequilibrium, which 
leads to lower prices whose cost is borne by 
retailers in the form of lower returns than 
they anticipated. 


22. GENERAL MARKET STATISTICS 


22.1 1952 Annual Market Data & Directory 
Number. Jndustrial Marketing, June 
25, 1951. [R.M.C.] 


This issue contains basic data on industrial 
and trade markets and the business papers 
serving those markets. The principal trades 
and industries are set up as separate sections, 
each section containing the market data per- 
taining to that field. In addition to the purely 
statistical data there will be found informa- 
tion dealing with internal conditions in the 
trade or industry, such as the usual methods 
of selling; the types and amounts of materi- 
als, equipment and supplies purchased and 
used within the industry; and the trade 
practices peculiar to that industry. A de- 
scriptive listing of research and statistical 
material issued by publications serving each 
field is included. 


22.2 Survey of Buying Power. Sa/es Manage- 
ment, May 10, 1951. [R.M.C.] 


New estimates of effective buying income, 
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retail sales, and population are included in 
the 1951 Survey of Buying Power, which 
has been an annual feature of Sa/es Manage- 
ment for 22 years. A new feature, the “auto- 
matic” Edge Index, makes this extensively 
used source more convenient. 


23. MARKET AREA STUDIES 


23.1 The 168 Major Markets. W. Alderson 
and L. Kent, Printers’ Ink, May 265, 
1951. [R.M.C.] 


The May 25 issue of Printers’ Ink will be 
a much used source in marketing research 
and sales offices for some time to come. 
Under the general title of “Modern Ameri- 
can Markets” there is presented a detailed 
statistical analysis of the 168 Standard 
Metropolitan Areas, as redefined by the U. 
S. Bureau of Census, with figures for retail 
sales, wholesale sales and manufacturing 
employees for each major classification in 
each market. Background material provides 
an integrated picture of American markets 
today. Also presented are specific market 
indexes which have been computed for retail, 
wholesale, and manufacturing levels by im- 
portant commodity classes. 


23.2 Are We Reaching City Limits? R. P. 
Wolff and F. H. Blair, Dun’s Review, 
April 1951. [R.M.c.] 


We may expect increasingly consistent 
patterns of city growth within the regions 
of the country. The fear that central cities 
would lose population has not materialized, 
with few exceptions. The present outlook is 
that they will continue to grow for some 
time. Roughly the pattern indicated is this. 
Young cities, concentrated primarily in the 
South and West, will grow faster than old. 
Cities with a heavy concentration of labor 
force in established lines of manufacture, for 
the most part found in the Northeast and 
North Central States, will grow more slowly. 
Cities with a balance between production, 
distribution, and trade will grow relatively 
rapidly. Such cities are concentrated in the 
South and West. Also, a relatively large 
proportion of new industry is locating in the 
West and South, which will increase their 


population. Such factors as size of city and 
population density do not appear either to 
prohibit or to stimulate population growth. 


23.3 New Aid to Marketing Men. V. D. 
Reed, Advertising Agency, April 1951. 
[R.M.C.] 


This first of a series of five articles inter- 
preting the new censuses of population, agri- 
culture, and housing indicates the usefulness 
of the State Economic Area. This new geo- 
graphic statistical unit goes far toward filling 
the need for standard homogeneous economic 
areas, larger than counties, but much smaller 
than states, for which various kinds of eco- 
nomic and social facts can be made regularly 
available for combination, contrast, and 
description. 

“The Cream of Your Market,” the second 
article in the series appeared in the May 
issue of Advertising Agency and discusses the 
New Standard Metropolitan Areas and their 
development. Three other articles in the 
series treat “The Urbanized Areas,” “The 
Fastest Growers Markets of the United 
States” and “A New Look at the Farm 
Market” and appeared in the June, July and 
August issues respectively. 


24. RESEARCH TECHNIQUE 


24.1 Methods of Viewer Research Employed 
by the British Broadcasting Com- 
pany. Robert Silvey, Pudlic Opinion 
Quarterly, Spring, 1951. [E.p.] 


In 1949, the BBC Television Service un- 
dertook the second of its studies of tele- 
vision program consumption and viewer 
preferences. One-eighth of all viewer families 
completed questionnaires designed to help 
BBC secure a representative panel. Those 
responding were much like those used in the 
1948 panel, which was selected by a superior 
statistical method, except that the 1949 
group had a greater percentage in the “mid- 
dle” income bracket (£350 to £650) and a 
greater number of children per family. 

A television panel began work in January, 
1950, and is made up of 600 families stratified 
according to “social class,” which is meas- 
ured by income and education. Each family 
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submits a weekly log report and opinions on 
programs viewed. 


24.2 How Psychiatric Methods Can Be 
Applied to Market Research. J. M. 
Vicary, Printers’ Ink, May 11, 1951. 
[R.M.C.] 


One of the weakest spots in marketing 
research is its inability to discover why 
people prefer what they do and act as they do 
in marketing situations. Getting behind ap- 
parent reasons to unveil the real reasons is 
the problem to which the author addresses 
his article. The methods he discusses are: 
word association, completion (picture and 
visual), role playing, chain interview, and 
depth and conversational interview methods. 
Mr. Vicary believes that the use of these 
methods results in a more careful analysis of 
the reasons behind consumer actions and 
reactions. 


24.3 Response Errors in Surveys. Morris H. 
Hansen, William N. Hurwitz, Eli S. 
Marks, and W. Parker Mauldin, 
Fournal of the American Statistical 
Association, June, 1951. [E.D.] 


A “response error” is a nonsampling error 
introduced during the course of data collec- 
tion. A mathematical model is proposed as a 
first step toward a systematic analysis and 
control of response error. 

To determine the contribution of the inter- 
viewer to the variance of a sample estimate, 
unbiased estimates of o,r (the covariance 
between responses obtained from different 
individuals by the same interviewer) and 
o,? (the total variance of individual responses 
around the mean of all individual responses 
in the population) are computed. The co- 
variance, oyr, reflects the effect on response of 
the interviewer and of interviewer-respond- 
ent interaction. Where this is large, it may 
be reduced either by training and supervision 
or by increasing the number of interviewers. 
A formula is used which permits survey ad- 
ministrators, if they know oy,r and a,?, to 
determine the optimum number of inter- 
viewers to be used with a given budget. 

If cost, variance, correlation, and response 
bias estimates are known for several differ- 


ent survey techniques, the mean square error 
for each of the methods and each combi- 
nation of methods can be used to determine 
which one or combination is the optimum. 


24.5 Response and Nonresponse in a Proba- 
bility Sample. Helen M. Crossley and 
Raymond Fink, International Fournal 
of Opinion and Attitude Research. 
Spring, 1951. [E.D.] 

Eighty-six per cent of the 1,349 eligible 
respondents in the 1949 Denver Community 
Survey conducted by the Opinion Research 
Center were finally interviewed. Half of 
those missing were refusals, and the other 
half, not available after four calls. A larger 
proportion of those interviewed than of the 
original list were home owners, telephone 
subscribers, and housewives. 

More call-backs were necessary for men 
(an average of 2.4 calls per respondent) 
than women (2.0) and for younger people, 
single persons, non-home owners, and white 
collar workers than for others. A person’s 
availability was not related, however, to 
whether he did or did not have children un- 
der 18. 

Men and working respondents were most 
easily reached at night, but over half of the 
interviews between 5 and 11 P.M. were with 
others present. Apparently interviewers 
were reluctant to interview low-income per- 
sons (presumably in slum areas) after 5 P.M. 

Because of the variables involved, adjust- 
ments for nonresponse should probably be 
made only after a 100 per cent check on an 
adequate subsample of nonrespondents. 


24.6 A Note on Interviewer Bias. Gardner 
Lindzey, Fournal of Applied Psy- 
chology, June, 1951. [E.D.] 


In a test situation in which students were 
exposed to geometric figures and were later 
asked by interviewers to select from pairs of 
figures those which they had previously seen 
in the classroom, Stanton and Baker found 
that responses were more often correct when 
the interviewers’ key to the answer was cor- 
rect than when it was incorrect. A later ex- 
periment by Friedman, however, failed to 
confirm this finding. 
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A similar experiment at Harvard showed 
that there was only a slight difference in the 
accuracy of responses between correctly and 
incorrectly coded interview sheets. The find- 
ing of Stanton and Baker should not be con- 
sidered demonstrated without further posi- 
tive evidence. 


26. MISCELLANEOUS 


26.1 The Gallup Poll and the 1950 Election. 
George Gallup, Public Opinion Quar- 
terly, Spring, 1951. [E.D.] 


In the 1950 pre-election survey by the 
American Institute of Public Opinion, of 
the races for the United States House of 
Representatives, the division of votes be- 
tween Democratic and Republican candi- 
dates differed from the actual vote byo.7 per- 
centage points. The Inszitute profited from 
lessons learned in 1948. (1) Last minute 
shifts in voting sentiment were detected by 
conducting interviews as late as three days 
before the election. (2) Undecided voters 
were questioned intensively to determine 
party leanings and probable voting behavior. 
(3) The problem of turnout was dealt with in 
a battery of questions found to work “with a 
high degree of accuracy, at least in a con- 
gressional year.” 


26.2 Predictive Principles for Polls. Stuart 
Carter Dodd, Public Opinion Quar- 
terly, Spring, 1951. [E.D.] 


Twelve rules are proposed for improving 
predictance: 

(1) Prefer those predicted variables which 
measure mass behavior, such as voting, buy- 
ing, and radio listening. 

(2) Observe as complete a set of predic- 
tors as resources permit. 

(3) Define each variable operationally 
(i.e., standardize question phrasing, instruc- 
tions, sample design, time and place of 
interview, and respondent motivations). 

(4) Select, train, instruct, and supervise 
face-to-face interviewers. 

(5) Scale each variable alone. (Responses 
should be more than two, cardinal, unambig- 
uous, discriminating units, and of one kind.) 

(6) Sample the population of respondents 
adequately and representatively. 

(7) When reobserving, use the most reli- 
able questions. 

(8) State an exact hypothesis. 

(9) Choose the set of predictors with the 
highest zero order correlations with the pre- 
dicted variable and the lowest intercorrela- 
tions with each other. 

(10) Find the most parsimonious set of 
revised predictors. 

(11) Systematize the predictors in a form- 
ula or mathematical model. 

(12) Repeat the whole predicting in fur- 
ther situations. 

Eighty-two possible predictors of a speci- 
fied mass behavior are listed. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the legal 
framework within which marketing must function are 
reported and analyzed under the topical outline pre- 
sented below. Not all headings in the outline may be 
represented in each issue since it is the general policy of 
this section not to devote attention to the following 
kinds of developments: (1) new laws or cases involving 
legal technicalities in which neither marketing practi- 
tioners, teachers, nor researchers are likely to have 
interest, (2) new cases which constitute more or less 
routine reaffirmation of well established rulings, (3) 
decisions handed down by inferior courts which are 
likely to be reviewed by higher courts or which deal with 
trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources cited 
for each case. These include the standard legal reporting 
services, the law journals, and such special facilities as 
United States Law Week and Commerce Clearing 
House Trade Regulation Reporter, ’48-’51 Decisions 
(abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions respect- 
ing this section are urged to send them to the Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPE- 
TITION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 
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IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing 
Institutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 

V. REGULATION OF UNFAIR COM- 
PETITION 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


1. REGULATION OF MONOPOLISTIC 
METHODS 


B. Collusive Practices 


I. Timken Roller Bearing Company ». 
United States, 341 U.S. 593 (U.S., 1951). 


Although the facts in this case apply to 
foreign trade, certain aspects of the decision 
may have far-reaching implications respect- 
ing current marketing practices in purely 
domestic trade. The situation was as follows: 
The Timken Company is and has been a 
dominant firm in the United States in the 
production of tapered roller bearings. These 
bearings, however, compete intensively with 
other types of anti-friction bearings. In order 
to compete more successfully abroad Timken 
long ago established, with others, subsidiaries 
in England and France. (The fact that cer- 
tain English stockholders were included may 
have had some influence upon the decision, 
although the opinions in the case did not 
indicate that these interests were associated 
in any way with competing anti-friction 
bearing producers.) Timken had assigned its 
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subsidiaries specific non-overlapping terri- 
tories. There was ample competition between 
Timken subsidiaries and a substantial num- 
ber of other firms in the foreign countries. 
Unlike the typical cartel arrangement, then, 
the division of territories did not give each 
member of the group a monopoly in his 
area. Put another way, had Timken carried 
on its marketing by branch offices no ques- 
tion could have been raised regarding the 
allocation of territories to each unit. 

Two phases of the case are considered by 
the Supreme Court. The first deals with the 
legality of the basic agreement under the 
anti-trust laws; on this point the majority 
of the court held that the arrangement did 
constitute a violation of the Sherman Act. 
The second phase turned on the remedy to 
be employed. The Department of Justice 
had pressed for divestiture, but four of the 
seven judges taking part in the decision con- 
sidered this procedure unnecessarily harsh. 
Inasmuch as divestiture proceedings of some 
significance are under way in other suits, e.g., 
The Great Atlantic and Pacific Tea Com- 
pany, the attitude of the Court in this 
instance may be of some concern. 

To what extent this decision may have 
long-run affects on marketing practices is 
impossible to foresee at this point. American 
firms often establish subsidiary corporations 
to carry on some specialized phases of their 
activities. A subsidiary may be assigned to 
take over the entire marketing operation for 
the parent manufacturing concern or it be 
devoted to a particular kind of product, a 
given brand, a limited territory, or a cate- 
gory of customers. It is becoming increasing- 
ly apparent that courts will tend to look up- 
on such subsidiaries as individual firms whose 
control by the parent must be exercised with 
proper regard for Sherman Act. In Kiefer- 
Stewart Co. v. Seagram & Sons, 340 U. S. 
211, the Supreme Court made reference to 
this point and the Richfield decision, below in 
section IV B, adds emphasis in special cir- 
cumstances. If this approach is extended 
widely firms making use of the device should 
be prepared to show that their arrangements, 
in day to day operation, cannot be con- 
strued to violate the anti-trust laws. 


C. Market Exclusion Tactics 


1. Gustafson v. City of Ocala, 20 U. S. 
L. Week 2034 (Florida Supreme Court, 
1951). 

In the April issue of this section the hope 
was expressed in the analysis of the Dean 
Milk Co. case (somewhat superficially classi- 
fied under category II B) that the viewpoint 
expressed by the Supreme Court in that 
decision would gain increasing acceptance. 
The decision has been cited in a number of 
recent decisions, though not always applied, 
e.g., Breard v. Alexandria, below in section 
IV A; the present case at least indicates the 
spread of its influence in the milk industry. 
The ordinance here struck down provides 
that milk pasteurized outside Ocala could not 
be sold therein, justifying the exclusion on 
the ground that the pasteurizing plant must 
be within the city in order to be inspected for 
the protection of the public health. As in 
the Dean case, the court simply pointed out 
that the city could and should make availa- 
ble to outside plants the necessary inspection 
service on a proper fee basis, an alternative 
that gave equivalent protection to the pub- 
lic health while imposing much less stringent 
restrictions on commerce. 


2. Lane Distributors, Inc. v. Tilton, 19 
U. S. L. Week 2614 (N. J. Sup. Ct., 1951). 


The use of legislative means to eliminate 
competition, at least in part, is also exempli- 
fied by the facts in this case. The New Jersey 
Cigarette Tax Act and the New Jersey 
Unfair Cigarette Sales Act both define as a 
“wholesaler” one who makes at least 75 per 
cent of his cigarette sales to retailers with 
whom he has no business connection, thus 
excluding cooperative wholesalers. Looking 
behind the asserted purposes of the enact- 
ments, the court struck them down, declaring 
that they arbitrarily classify firms in a way 
that prevents certain forms of organization, 
not otherwise prohibited, from engaging in 
legitimate business activity. As in the Dean 
case, it is gratifying to note that in some 
instances the courts are willing to evaluate 
an enactment on the basis of its true, rather 
than nominal intent. 
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Il. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 


A. Product Standards 


1. Radio Corp. of America v. United 
States, 341 U.S. 412 (1951). 


The much publicized contest between the 
Radio Corporation of America and the Co- 
lumbia Broadcasting System over the present 
practical merits of their respective methods 
of color television broadcasting is for the 
moment terminated by this decision of the 
United States Supreme Court. The CBS 
system was attacked because it is “incom- 
patible,” that is, programs telecast by sta- 
tions employing this system cannot be re- 
ceived by sets now in use without the addi- 
tion of expensive and somewhat clumsy con- 
verting mechanisms. On the other hand, the 
system is now capable of transmitting ac- 
ceptable color images. The RCA system poss- 
esses the very desirable characteristic of 
“compatibility,” but the quality of its trans- 
missions as yet leaves much to be desired 
apparently. After postponing a decision for 
many years the Federal Communications 
Commission ruled that the CBS was to con- 
stitute the standard of the industry, ap- 
proved some applications for color telecast- 
ing stations, and thus opened the way for 
color set manufacture. 

In its appeal to the courts to reverse the 
Commission’s order RCA contended that no 
system had reached a stage of sufficient per- 
fection to justify “freezing” the industry, 
particularly as such action committed the 
industry to a system which had an admit- 
tedly undesirable characteristic. In its re- 
jection of this line of argument the Supreme 
Court pointed out that it was to settle tech- 
nical matters of judgment of precisely this 
type that caused Congress to establish a 
Commission of technical experts, the F.C.C.; 
it was the court’s function not to interfere 
in Commission rulings unless the determi- 
nation had been arrived at arbitrarily, with- 
out proper consideration of the evidence. 
In this case the Commission had very ap- 
parently examined the facts and had resolved 
that further postponement of color television 
would be less desirable than acceptance of an 


“incompatible” system. Even though the 
court might have arrived at an opposite con- 
clusion upon the evidence, the action of the 
Commission was within the scope of its 
authority and could not be reversed by 
judicial review. 


B. Product Quality 


1. United States v. 88 Cases, 187 F. 2d 
967 (CCA 3, 1951). 

This case is of interest not only because of 
its interpretation of an important aspect of 
federal food regulation, but also because of 
its refreshing and encouraging point of view 
respecting the place of consumer research in 
the determination of certain types of legal 
problems. The case is concerned with the 
“economic adulteration” alleged to exist in 
Bireley’s Orange Beverage. Section 402 (b) 
(4) of the Food, Drug and Cosmetic Act de- 
clares that a food shall be deemed to be 
adulterated “‘if any substance has been added 
thereto or mixed or packed therewith so as to 
increase its bulk or weight, or reduce its 
quality or strength, or make it appear better 
or of greater value than it is.” It is contended 
that the addition of certain substances (yel- 
low coal tar dyes, sugar, lactic acid, orange 
oil) to much diluted orange juice make the 
product appear to be true orange juice or to 
have a large orange juice content, in other 
words, to be of greater value than it is. The 
argument proceeds on the basis that the 
word “food” in Section 402 refers to a basic 
identifiable article, in this instance, orange 
juice. 

In refusing to accept such a restricted defi- 
nition of the term “food,” the opinion points 
out that the addition of new items to basic 
identifiable articles might evolve new prod- 
ucts, such as the orange “beverage” in this 
instance. Since no standards had been set 
for such a beverage (though standards might 
be so set), the product in question could be 
considered to be adulterated only if consum- 
ers confused it with orange juice. This point 
had not been clearly answered; a new trial 
therefore was in order. 

In the proceeding the Government had 
introduced the results of a survey made 
among some five thousand consumers re- 
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specting the product. Defendant had ob- 
jected that this information should be ex- 
cluded as hear-say (a somewhat standard 
objection to survey material in judicial re- 
views). Pointing out, however, that the sur- 
vey was designed to show, as a fact, the reac- 
tion of consumers, Judge Hastie noted that 
the persons who had conducted the study 
were available as witnesses and that it was in 
order, of course, to question and challenge 
their methods. 

Judge Hastie’s attitude on this topic is 
emphasized by his insistence in another case, 
Cream Wipt Food Products v. Federal Secur- 


_ ity Administrator, 187 F. 2d 789 (CCA 3, 


1951), that proper evidence be presented 
respecting consumer attitudes and possible 
confusion. In this action, petitioner com- 
plained that the Administrator’s standards 
for salad dressing were in error in excluding 
milk or cream as of no value in the product 
and merely misleading to the consumer. The 
sole evidence supporting the contention that 
the consumer would be misled by the inclu- 
sion of small amounts of milk or cream came 
from an expert chemist. The court reversed 
the order in view of the inadequacy of the 
evidence on this critical point. 

It certainly should be established by now 
that a soundly conducted consumer research 
study can provide more reliable answers to 
questions respecting consumer attitudes than 
can the rationalizations of chemists, or even 
judges. The hesitancy with which courts 
have countered this contention is notorious, 
although the logic of the position was pointed 
out long ago by an eminent lawyer, ¢f., Rogers, 
E. S., “The Unwary Purchaser,” 8 Mich. L. 
Rev. 613 (1910). 


2. Purofied Down Products Corp. ». 
National Association of Bedding Manufac- 
turers, 19 U.S. L. Week 2501 (N. Y. Sup. Ct., 
Kings Co., 1951). 


The establishment and policing of quality 
standards in an entire industry are generally 
thought of as governmental functions, but in 
this instance a national association under- 
took to perform these tasks. In executing 
its plan by means of sample inspections of 
stock in the hands of retailers it here is 


accused by one manufacturer of carrying on 
a conspiracy to violate the New York anti- 
trust law. The court sweeps aside the ac- 
cusation, not only exonerating the associa- 
tion of charges of monopolistic practices, but 
praising it for protecting the public. 


Ill. REGULATION OF PRICE COMPETI- 
TION 


A. Price Discrimination 


1. Moore v. Mead Service Co., 20 U. S. 
L. Week 2013 (CCA 10, 1951), remanded 
from 340 U. S. 944 (1950). 


The use of price discrimination tactics 
may give rise to damage awards even though 
the claimant is himself guilty of violating 
the anti-trust laws in the same set of cir- 
cumstances. Here, Moore, the sole baker in 
the town of Santa Rosa, New Mexico, found 
that he obtained insufficient volume from 
sales to local retailers to support his business 
since they also purchased from the Mead 
Service Co. in Clovis, New Mexico. Moore 
planned to move away but the local mer- 
chants met and agreed to buy all of their 
requirements from him, encouraging him to 
remain. In answer Mead cut his prices to 
Santa Rosa retailers almost in half, main- 
taining prices elsewhere, however. Unable 
to resist these low prices, the Santa Rosa 
merchants again traded with Mead, where- 
upon Moore sued his competitor for treble 
damages under the Robinson-Patman Act. 
Both the district and circuit courts ruled 
that Moore’s complicity in the merchants’ 
agreement was a violation of the Sherman 
Act which barred recovery of damages. The 
Supreme Court reversed and remanded, 
citing the Kiefer-Stewart decision (reported 
in the April issue of this section) to indicate 
that even one who violates the anti-trust 
laws may in the same circumstances be 
entitled to collect damages from other vio- 
lators. 

2. Also noted: 

(a) Ruberoid Co. v. Federal Trade Commis- 
sion, 19 U. S. L. Week 2601 (CCA 2, 1951), 
holds that the Commission is justified in 
forbidding price discriminations as to all 
customers, even though findings in the hear- 
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ings were based upon discriminations be- 
tween only certain classes of customers. 


B. Resale Price Maintenance 


1. Columbia Records, Inc. v. Goody, 
CCH 462,866 (N. Y. Sup. Ct., 1951). 


In reporting the decision of the Supreme 
Court (N. Y. City) in this case in the April 
issue mention was made of the fact that the 
court refused to allow Columbia to fair trade 
its 333 r.p.m. long-playing records on the 
ground that, since resale price maintenance 
in New York was founded upon the protec- 
tion of goodwill, a brand owner could not 
set resale price minimums on one branded 
item when at the same time he did not simi- 
larly “protect” all other items carrying the 
same brand (Columbia’s 78 r.p.m. recordings 
were not fair-traded). In this appeal from 
that decision the Supreme Court of the State 
refuses to accept the logic of the lower court’s 
position. It holds that the New York Feld- 
Crawford Act defines price cutting in viola- 
tion of an established resale price as an un- 
fair practice, without qualification. Ap- 
parently the fact that the Act was justified 
as a measure designed to protect goodwill 
has no bearing on whether or not it is used 
for that purpose. The case is remanded to the 
lower court for reconsideration, however, in 
the light of the decision in Schwegmann v. 
Calvert Distillers Corp., 341 U.S. 384 (1951). 


2. Adams-Mitchell Co. v. Cambridge 
Distributing Co., Ltd., 19 U. S. L. Week 2585 
(1951). 

Not all efforts to maintain resale prices 
necessarily depend entirely upon the so- 
called Fair Trade Laws. Adams-Mitchell, a 
wholesaler, contracted to purchase imported 
whiskey from Cambridge, an exclusive dis- 
tributor, on condition that the latter would 
refuse to sell to any other wholesalers who 
cut prices. Price cutting did continue to oc- 
cur and Adams-Mitchell sued to rescind the 
contract. Cambridge argued that the qualify- 
ing provision violated the Sherman Act and 
thus barred any action respecting it by peti- 
tioner. The court took the position, that, on 
the contrary, under the decision in United 


States v. Colgate 8 Co., 250 U. S. 300 (1919) 
the refusal to sell to price cutters was per- 
mitted; hence, a contract with a wholesaler 
agreeing not to sell to other wholesalers who 
cut prices merely assured the wholesaler that 
the distributor intended to follow a perfectly 
legitimate policy. 
3. Also noted: 

(a) Emerson Radio and Phonograph Corp. 
v. Standard Appliances, Inc., CCH 462,870 
(Sup. Ct. N. Y. Co., 1951) holds that the 
defendant, a successor to a signer of a fair 
trade contract, is bound by the original 
agreement since as successor he has taken 
over the assets and liabilities of the original 
firm. The decision in Schwegmann Bros. ». 
Calvert Distillers Corp. is held not to release 
the defendant from the contract even though 
competitors who are non-signers are now 
free to cut prices. 

(b) Opinion of the Attorney General of 
Minnesota, CCH 462,833 (1951), takes the 
position that the decision in the Schwegmann 
case invalidates the non-signer provision of 
the Minnesota Fair Trade Act, even with 
respect to its application to intra-state com- 
merce, i.e., on the sale to Minnesota retailers 
of goods produced in Minnesota! 


C. Price Control 


1. Cohen v. Frey & Sons et al., 19 U.S. 
L. Week 2536 (Maryland Ct. of Appeals, 
1951). 

In this ruling the highest court of Mary- 
land takes the stand that the State’s Unfair 
Sales Act is unconstitutional since it defines 
as unfair competition all sales below cost 
figures that are arbitrarily established. The 
arbitrariness of such cost determination is 
apparent, says the court, because deductions 
in determining cost were not to be allowed 
for such obvious items as cash discounts 
received, savings achieved upon cash and 
carry operations, and so on. From the un- 


biased marketing viewpoint it seems evident 


that a statute which places floors under 
prices can hardly be justified unless it makes 
provision for taking into account lower costs 
due to greater efficiency or otherwise reduced 
costs of operation of particular business 
firms. 
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IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


A. Operating Features of Marketing In- 
stitutions. 


1. Breard v. Alexandria, 341 U. S. 622 
(1951). 

The very nature of marketing requires 
that the majority of those engaged in carry- 
ing on its functions necessarily come into 
close contact with members of the public 
generally. The failure of even a relatively 
small number to observe their responsibili- 
ties may lead to governmental regulation, 
at times of that unfortunate sort which fails 
to distinguish between the good and the 
bad. And perhaps no marketing pursuit 
better demonstrates the harm to the whole 
group that can be wrought by the unscrupu- 
lous minority than the field of house-to- 
house canvassing. 

Unquestionably, direct selling of this type 
is a sound, socially desirable method of dis- 
tribution in the areas to which it is suited. It 
deserves to be allowed to stand or fall on 
its merits. Unhappily the technique is pe- 
culiarly susceptible to abuse, not only by 
the clearly dishonest operator, but also by 
the “high-pressure artist” who ignores the 
vast amount of ill-will created among those 
who resist his arguments if only he can 
achieve enough sales to make a profit. Public 
resentment (often spearheaded by local re- 
tailers who are not averse to eliminating com- 
petition from direct sellers) not infrequently 
takes the form of laws or ordinances designed 
to restrict door-to-door selling. Such regu- 
lations are of many types and raise many 
legal questions, among them such matters 
as due process, freedom of speech, press, and 
religion, state interference with interstate 
commerce, and discriminatory application 
to particular products or forms of commerce. 
The scope of the laws also varies. Some flatly 
prohibit all such activity; others may re- 
quire canvassers to be licensed, registered, 
or bonded; the selling of particular products 
may be exempted from control (typically 
local agricultural produce); and soliciting of 
contribution, distribution of advertising 


material, or actual selling may be singled out 
for special treatment. 

Although canvassing had been subjected 
to some regulation much earlier, the first 
outstanding instance of flat prohibition of 
the activity came with the adoption of an 
ordinance to this effect in 1931 by the town of 
Green River, Wyoming, a fact which has 
caused subsequent enactments of this type 
to be termed “Green River Ordinances.” 
In 1933 the Tenth Circuit Court of Appeals 
upheld the law in Town of Green River 0. 
Fuller Brush Co., 65 F. 2d 112. Later the 
same ordinance was contested in Wyoming 
courts, upheld by the Supreme Court of that 
State, and then, for the first time, appealed 
to the United States Supreme Court. The 
latter dismissed the appeal in a per curiam 
decision, denying the existence of a sub- 
stantial federal question, Town of Green 
River v. Bunger, 300 U. S. 638 (1937). This 
left the matter without really clear-cut 
status and as other communities enacted 
similar ordinances, these were upheld or 
ruled unconstitutional by state courts. In 
five states, Colorado, Louisiana, New Mexi- 
co, New York, and Wyoming, court review 
was favorable; in eleven states, Florida, 
Georgia, Iowa, Kentucky, Maryland, Ne- 
braska, New Jersey, Oklahoma, South 
Carolina, Texas, and Virginia, the measures 
were declared invalid. (Cases are cited in 
the Breard opinion on page 628.) It is to this 
situation, then, that the United States 
Supreme Court finally devotes a full-scale 
analysis of the Federal Constitutional ques- 
tions involved. 

The majority opinion in Breard v. Alexan- 
dria considers such basic topics affecting the 
decision as the possible violation of the due 
process clause resulting from restrictions on 
the right to engage in a lawful occupation, 
the alleged prohibition of interstate com- 
merce, and the asserted interference with 
freedom of the press. The latter issue arose 
because the canvassing which brought into 
action the ordinance of Alexandria was 
Breard’s door-to-door solicitation of sub- 
scriptions for magazines. None of the three 
grounds mentioned is considered by the 
Court to provide an adequate basis for hold- 
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ing the ordinance in violation of the Consti- 
tution. Basically the same argument is em- 
ployed to answer all three objections, v/z., 
the ordinance does not prohibii the appellant 
from soliciting orders since the “usual” 
methods of doing so (use of radio, periodi- 
cals, mail, local agencies) are all left open to 
him; the ordinance merely regu/ates the tech- 
nique of solicitation and there exists over- 
whelming support for the position that local 
governments possess the power of regulation 
for the protection of the public health, wel- 
fare, and safety. Mr. Chief Justice Vinson, 
in his dissent to the majority opinion, takes 
issue with this argument on the ground that 
the effective result of the ordinance is to 
prohibit an otherwise legitimate occupation. 
He points out that in Nippert v. Richmond, 
327 U. S. 416 (1946), the Court had held 
even less stringent regulation to discriminate 
against interstate commerce, and that in 
the Dean Milk case emphasis had been 
placed on the possibility that the public wel- 
fare could and should be protected without 
resorting to prohibition of certain forms of 
competition. The Chief Justice stands alone 
in his views on this matter, however, since 
the other dissentients in this case, Mr. Jus- 
tice Black and Mr. Justice Douglas, ground 
their objections solely on the possible inter- 
ference with freedom of the press and specifi- 
cally note that other types of canvassing may 
be prohibited. 

The impact of this decision on marketing 
may be important. To the extent to which 
the decision will result in reversals of position 
in the eleven states in which “Green River 
Ordinances” have been declared invalid 
there may be a very substantial increase in 
the geographical coverage of such prohibi- 
tions. Furthermore, many communities may 
have hesitated to adopt this kind of measure 
because of doubts concerning its validity. 
Such hesitancy should now disappear. To 
many firms which depend on this kind of 
direct marketing the decision spells greatly 
increased difficulties. Although marketing 
theorists generally probably regret such 
interference with the free play of competi- 
tive forces, some may find that they cannot 


avoid a certain sympathy for the views of a 
writer to the editors of Tide, who infers (page 
13, July 6 issue) that “they brought it on 
themselves.” 


2. Friedman et al.v. People of New York. 
341 U.S. 907 (1951). 


In this brief per curiam decision the United 
States Supreme Court has held that there is 
no substantial federal issue involved in the 
New York Sabbath Law, which forbids cer- 
tain specified activities on Sunday, including 
the sale of uncooked meat. The constitution- 
al attack in this instance is grounded pri- 
marily upon the contention that members of 
the Orthodox Jewish faith, who observe 
Saturday as a holy day, are discriminated 
against in a fashion that violates the princi- 
ple of religious freedom. Neither the trial 
court nor the appellate court would accept 
this thesis. If one accepts the tenet that 
marketing services should be determined by 
the interaction of consumer preferences on 
the one hand and the free play of competition 
on the other, the decision in this case is not 
a pleasing one. 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Contracts 


1. United States v. Richfield Oil Co., 20 
U. S. L. Week 2022 (U. S. D. C., S. Calif., 
1951). 

Condemning oral exclusive dealing agree- 
ments between Richfield and its service sta- 
tion dealers, the court held that it was no 
defense to show that these dealers were 
substantially controlled by the Company in 
many ways (standard uniforms were re- 
quired of attendants, similar station appear- 
ance was specified, etc., etc.). Since the deal- 
ers held legal lease-holds they were inde- 
pendent and, according to the Timken de- 
cision (above, Section I) control by a parent 
corporation does not justify otherwise illegal 
agreements. If the Richfield Company wished 
to do so, it could establish its own outlets 
and require them to use its products as it 
saw fit, but to do so the outlets must be true 
agencies of the concern. They were not so 
in this case. 
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V. REGULATION OF UNFAIR COM- 
PETITION 


A. Advertising 
1. Federal Trade Commission v. Rhodes 
Pharmacal Co., Inc., 20 U. S. L. Week 2037 
(CCA 7, 1951). 

The Wheeler-Lea Amendment to the 
Federal Trade Commission Act provides, 
in Section 13, that the Commission may seek 
an injunction against false advertising of 
foods, drugs, cosmetics, or devices if it would 
be to the interest of the public to do so; up- 
on “proper showing,” a district court shall 
then issue such an injunction. “Proper show- 
ing” is not defined by the law and has not 
been given previous judicial interpretation. 


The district court in this case refused to 
grant the injunction, pointing out that there 
were involved debatable questions not re- 
solved by supporting affidavits of the par- 
ties. In deciding this appeal, however, the 
circuit court ruled that while the principle 
followed by the lower court was sound in 
private injunction proceedings, the Federal 
Trade Commission acts solely in the public 
interest and that therefore the Commission’s 
“justifiable belief” is a sufficient basis for 
the issuance of an injunction. Obviously 
this interpretation gives considerable free- 
dom to the Commission and, should the 
ruling stand, might well lead to an extension 
of the hitherto rather limited use of the 
injunction procedure. 
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AMERICAN COOPERATION, 1950, by Ameri- 
can Institute of Cooperation. (Washing- 
ton, D.C.: the Institute, 1950. Pp. 809. 
No price given.) 


This volume is the latest of a series which 
has reported the annual sessions of the Amer- 
ican Institute of Cooperation since 1925. 

The 1950 volume is similar to earlier 
volumes in that most of its 800-odd pages 
consist of prepared papers representing con- 
tributions by leaders in the operation of co- 
operative associations and by educators and 
other representatives of public agencies in 
close contact with the cooperative move- 
ment. The present issue contains relatively 
less of reported discussions than did former 
volumes. 

The 1950 session started on the general 
theme of a review of the cooperative move- 
ment in the United States during the first 
half of the present century. However, most 
of the papers were devoted to current prob- 
lems of agricultural cooperatives. The pa- 
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pers included in the proceedings—about a 
hundred in number—are grouped under the 
following general headings: general pro- 
gram, cooperative philosophy, cooperative 
credit, cooperative economics, cooperative 
education, rural health, cooperative informa- 
tion, legal and accounting problems, cooper- 
ative purchasing, cotton marketing, egg 
and poultry marketing, diary marketing, 
grain marketing, youth and cooperatives, 
and reports of pre-institute workshops. 

I shall not attempt to evaluate individual 
papers nor the group as a whole, except to 
point out that they are considered statements 
prepared in advance of the sessions. As for 
the topics themselves, they were selected by 
a program committee made up of men famil- 
iar with cooperative problems and with 
the cooperative personnel which was to be 


‘invited to discuss them. This collection of 


papers represents a cross-section of informed 
opinion and current information on the sub- 
ject of agricultural cooperation. 
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Readers of THE JOURNAL OF MARKETING 
who seek to understand the cooperative 
movement will find interesting reading in 
many of the sections. Most of the papers are 
well written by men who know their sub- 
jects. Thus, the authors of the papers in 
the section on “Dairy Marketing” include 
the economist for a large federation of milk 
producers’ associations, the manager of a 
large cooperative creamery, two managers 
of cooperative bargaining associations, the 
executive secretary of another, the president 
of a fourth, and the secretary-treasurer of a 
large federation of cooperative creameries. 
_ The section on “Youth and Cooperatives” 
is a unique feature of the present volume. It 
consists of a collection of brief papers by 
young people from local chapters of the 
Future Farmers of America, 4-H Clubs, and 
other groups of farm youngsters. 

H. E. ErpMan 
University of California 


THE TRANSPORTATION INDUSTRIES 1889- 
1946, by Harold Barger. (New York: 
National Bureau of Economic Research, 
1951. Pp. 288. $4.00.) 


Many elements of our society, academic, 
governmental, corporate, etc., should wel- 
come this contribution to transportation 
literature. The study reviews a most im- 
portant segment of our American economy. 
It offers new indexes of output, employment, 
and output per worker for steam railroads, 
electric railways, oil pipelines, waterways, 
and airlines. In short, it is a progress report 
on the physical efficiency of our transporta- 
tion industry. Certainly our teachers, gov- 
ernment officials, and business men will find 
areas of interest in this report whether it be 
economics, political science, statistics, or 
distribution. 

In addition, there is much value in the 
Appendices which contain tabulated basic 
data on output and employment for all the 
transportation industries considered; an 
interesting and informative presentation of 
the problems complicating the measurement 
of public utility output; and an analysis of 
the motor trucking industry which has not 
been treated in the text because of the 


inability to construct indexes of output and 
employment with the data available. 

The study details the manner in which the 
share of the transport industry in the Ameri- 
can economy declined, although traffic 
volume increased in large measure. Total 
passenger travel and the movement of freight 
grew much faster than the output of trans- 
portation service by commercial agencies. 
Transportation service by commercial agen- 
cies has increased more rapidly, however, 
than population growth. These indexes 
emphasize the abrupt and large-scale shifts 
of our total mobility factor occasioned not 
only through use of the automobile, but in 
technologic change, differentiated power, 
and new production and distribution tech- 
niques. It is indicative of far more than 
“‘a populace on wheels,” and calls attention 
to the urgent, pressing need for coordination 
of our national transportation policies. 

The author points out that combined 
passenger and freight traffic of all commercial 
agencies (land, water, and air) grew five 
times during the half century between 1889 
and 1939, and almost doubled once again 
between 1939 and 1946. In 1889, fewer 
than a million persons were employed in 
producing transportation services, and four 
out of five of these worked on the nation’s 
railroads. By 1920, total employment had 
risen to more than 23 million, and the pro- 
portion of those who worked for the railroads 
had not greatly changed. In 1946 not quite 
23 millions were employed in transportation, 
and only about half of them were railroad 
workers. Today, highway transportation 
employs as many workers as did the rail- 
roads in 1889, and airline employment is now 
as large as was waterway at the beginning 
of our period. 

The indexes constructed in this study 
show per worker output of transportation 
service in 1939 three times, and in 1946 four 
times, the 1889 level since traffic rose more 
rapidly than employment. Productivity, 
measured over the half century (1889-1939), 
increased at an average annual rate of 2.2 
per cent. A similar approach over a like 
period for manufacturing, agriculture, and 
mining, measures annual gain in output per 
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worker at 1.8 per cent, 1.6 per cent, and 1.6 
per cent respectively. The author suggests 
that the advances in productivity usually 
reflect changes in technology or increased 
capital per worker. 

The analysis of individual transportation 
industries gave results which support a 
generality arising out of the study of manu- 
facturing industries, namely: among the 
young, large increases both in output and in 
productivity are common; among the more 
mature, the growth of output is retarded or 
ceases altogether, while productivity changes 
are quite moderate. For the airlines and 
pipelines, output per worker multiplied three 
to four times in two decades, employment 
rising rapidly but growth of traffic much 
more rapidly. For the railroads and water- 
ways, output per worker showed steady but 
much more moderate increases. 

As far as equipment is concerned, the 
capacity of railroad equipment about 
doubled per worker and thus contributed 
to the rise in output per worker. The study 
reveals clearly that increase in capacity of 
equipment is not in itself sufficient to explain 
the rise in labor productivity inasmuch as 
output per worker rose more than threefold, 
and lJabor output per manhour rose still 
faster. 

The author recognizes the imperfections 
in the measures he has constructed. Because 
the lack of data for important segments 
(automobile travel, private trucking, etc.) 
prevent construction of indexes, the major 
statistical results do not adequately portray 
total transportation. But this vagueness in 
the concept of transportation is the most 
vital issue in many of our mobility problems 
today. As the author states, “... the most 
striking feature of transportation history 
during the past half century has been the 
shift from older to newer agencies espe- 
cially from steam railroads to highway trans- 
portation. As a concomitant change, the 
production of transportation services by 
specialized producers, e.g., railroad compan- 
ies, for sale to the public at large has given 
place to the production of such services by 
their immediate users, as when private 


automobiles carry their owners or trucks 
their owners’ goods.” 

Despite the difficulties, a fine work has 
been presented, much of which may serve 
as departure points for additional study. 
The basic data supporting the indexes are 
printed in the Appendices and are here 
collected from many different primary 
sources. This material alone is of considerable 
value to researchers, teachers, and the trans- 
portation industry for its further study. In 
the case of waterway traffic, since no previ- 
ous measures were available, the data for 
passenger-miles and ton-miles were compiled 
for this study, and are now offered for the 
first time. 

We F. Jackson 
Marquette University 


Auto Expense ALLowances, DartTNELL 
Report No. 602. (Chicago: The Dartnell 
Corporation, 1951. Pp. 58. $9.50). 

This report is a compilation of experience 
data on the operation of automobiles used 
for sales purposes. It is based on information 
obtained from 300 contributing companies 
who paid out over $20 million for nearly 
a third of a billion miles of travel in 1950. 
It is divided into three parts: salesmen- 
owned cars, company-owned fleets, and 
leased fleet operations. It shows that per 
mile costs or allowances have increased less 
than 6 per cent in the 1948-1950 period, 
with allowances to salesmen slightly under 
actual costs as shown by company-owned 
operations. It indicates a trend toward 
company ownership of cars because of the 
economic advantage of this policy, and 
because the additional burden of buying 
a car may deter a salesman from taking a 
sales job. While a company-owned fleet 
requires a high initial investment of capital, 
competent supervision and a good deal of 
clerical work, nevertheless better transporta- 
tion may be furnished salesmen and more 
positive control over them is_ possible 
through company-owned cars. Leased fleet 
operations have increased since 1948 but 
are still a minority operation. Leasing 
methods vary from a flat rental charge per 
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month to supplying new cars each year. 
While seemingly more expensive than out- 
right ownership, some companies feel that 
leasing pays off in the elimination of hidden 
factors of cost such as supervision, record 
keeping, purchasing and handling trade-ins. 

The section on salesman-owned cars 
covers such methods of compensating sales- 
men as flat allowances, sliding scales, and 
time and mileage arrangements. Matters 
pertaining to insurance, taxes, safe driving 
programs, and salesmen’s preferences for 
makes of cars are discussed in some detail. 
Emphasis in this section is on cost of al- 
lowances to salesmen rather than on cost of 
car operation. It is interesting to note that 
while company-owned cars and leased-fleet 
operations cost one cent per mile less than 
salesmen-owned cars, 61 per cent of the 
companies studied still prefer salesmen- 
owned operatives, largely because of sim- 
plicity in handling. 

The section on company-owned fleets 
stresses lower operational costs as the chief 
reason for being, but discusses at consider- 
able length the relative advantages and dis- 
advantages of company-owned cars. Personal 
use of company cars receives special treat- 
ment in this section. Management of the 
fleet, relating costs to sales, company policy 
on identification signs, handling accident- 
prone drivers, fleet insurance, depreciation 
practices, and methods of obtaining cost 
figures are some of the topics covered. Actual 
control operations of various companies are 
described at length. Sample exhibits and 
forms used by these companies are used by 
way of illustrating the text. 

The section on leased fleet operations is 


rather short, perhaps because the detailed. 


responsibility for the operation is shifted to 
someone else and there is little to be said 
that would not also apply under section two. 
A specimen auto-fleet leasing agreement and 
the leasing program of the Dow Chemical 
Company are features of this section. The 
operations of a well-known leasing company 
are described to indicate the basic methods 
that prevail in the business. 

The reader found this report interesting, 


highly informative and up-to-date. Admit- 
tedly, the subject matter is of a highly 
specialized character but for a sales executive 
concerned with cost controls and the super- 
vision of salesmen, this publication should 
prove a valuable aid. 
Davin E. Favit_e 

Stanford University 


ManaceriaL Economics, by Joel Dean. 
(New York: Prentice-Hall, 1951. Pp. 621. 
$5.00.) 


The preface states the objective of the 
book as follows: “The purpose of this book 
is to show how economic analysis can be 
used in formulating business policies. It is, 
therefore, a departure from the main stream 
of economic writings on the theory of the 
firm, much of which is too simple in its 
assumptions and too complicated in its 
logical development to be managerially use- 
ful. The big gap between the problems of 
logic that intrigue economic theorists and 
the problems of policy that plague practical 
management needs to be bridged in order 
to give executives access to the practical 
contributions that economic thinking can 
make to top-management policies.” The 
author has admirably achieved his objective. 

This book should have a great deal of 
interest for business executives who are 
concerned with long-run policy formation, 
administrators of Schools of Business Ad- 
ministration, teachers of management, ac- 
counting, marketing and finance, statistical 
specialists, and economists who desire to 
learn the application of economic theory 
to realistic business situations. 

The ten chapters covering (1) Profits, 
(2) Competition, (3) Multiple Products, 
(4) Demand Analysis, (5) Cost, (6) Adver- 
tising, (7) Basic Price, (8) Product-Line 
Pricing, (9) Price Differentials, and (10) 
Capital Budgeting comprehensively and 
critically cover the scope of our commercial 
and industrial order. 

This book is not designed for the neophyte, 
for it presupposes a basic understanding of 
economics, accounting, finance and statis- 
tics, or for the social reformer or the indi- 
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vidual seeking material to indict our present 
order. It is written to focus our attention 
objectively on the factors which both deter 
and help successful operations. From the 
aforementioned, it must not be inferred that 
the welfare of society is neglected, for the 
author recognizes that a successful concern 
must work harmoniously within the existing 
order for its own welfare and that of social 
progress. 

Chapter One deals with profits. This 
seems quite logical because the ultimate 
objective of every privately owned business 
enterprise is to make a profit. This chapter 
is divided into five parts: (1) Introduction, 
(2) Nature of Profit, (3) Profit Measurement, 
(4) Policies on Profit Maximization, and (5) 
Profits for Control. Under the caption of 
Policies for Profit Maximization one is 
impressed with the breadth and under- 
standing of the social significance of profit. 
Under this topic such questions as competi- 
tion, public relations, labor relations, and 
customer relations, and psychological and 
sociological questions are generously and 
comprehensively considered. The narrow 
concept of profit, frequently held by critics 
of our economic order, is well controverted 
and even if this study offered little else the 
publication would be justified. 

Chapter Five, Cost, is the most critical 
and may be regarded by many as the most 
constructive chapter in the book. Exactly 
one hundred pages are devoted to an analysis 
of our cost accounting procedures. A strong 
indictment is made about present cost prac- 
tices: (1) Cost accounting as it is today is 
wedded to the historical approach, and (2) 
it is designed primarily for lawyers and 
financiers, and not for what should be its 
primary purpose—a guide to management in 
formulating future price and business policies 
of a concern. Consequently, as it is presently 
developed, its usefulness is unnecessarily 
curtailed. The author, however, is not con- 
tent to criticize adversely but develops other 
cost concepts and shows how they might be 
applied. 

The economist, the marketing teacher or 
practitioner, the advertising specialist and 
the statistician will find challenging the 


chapters on competition, multiple products, 
demand analysis, advertising, and price. 
These chapters are realistically developed 
with concrete aid in application to the 
problems faced by large scale business such 
as the development of long-range planning. 

The chapters on price, basic price, prod- 
uct-line pricing and price differentials are 
far more penetrating and enlightening than 
those of many authors who have entered 
into this highly controversial field. One 
cannot help but feel impressed with the 
comprehensive character and the clarity of 
the author’s description and the illustrative 
case studies of pricing practices of several 
concerns which throw a great deal of light 
on the price policy formation of some of 
America’s largest industrial concerns. On 
controversial questions such as basing points, 
price maintenance and the Robinson-Pat- 
man Act, the presentation of the issues in- 
volved are of such character that the advo- 
cates of either a change or a support will 
recognize the merits of their opponents’ 
arguments. Marketing and _ advertising 
specialists will be intrigued with the discus- 
sion of the elasticity of demand, the relation- 
ship of income to expenditure, the under- 
standing of the author of the problems of 
moving products through the various chan- 
nels of distribution, the psychological factors 
influencing consumer action, and the eco- 
nomic and psychological factors involved in 
advertising. While little new or critical is 
presented in these chapters, the application 
of theory and practice is in abundant evi- 
dence. 

The last chapter on capital budgeting 
should be of major interest to specialists in 
finance, accounting and to economists. The 
meaning of capital expenditure, the nature 
of the capital budgeting problem, the charac- 
ter of the demand for capital, the sources of 
capital supply (internal and external), and 
the control and direction of capital rationing 
are interestingly developed. Students in the 
field of budgeting, investment and economic 
trends will find this chapter an admirable 
guide to their thinking. 

The stature of this book will grow as years 
pass, for it gives evidence of being carefully 
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and thoughtfully written by a mature, 
integrated, well-balanced individual, one 
thoroughly acquainted with the needs, prac- 
tices, problems, and literature of the field. 
This book should be in the library of policy- 
making business executives and every pro- 
fessor of business administration and eco- 
nomics. 

The reviewer has used considerable por- 
tions of this book in a senior course and finds 
it adaptable for both seniors and graduate 
students. His one regret is that space 
limitations do not permit copious quotation 
from this excellent study. 

Tueopore H. Smiru 
Montana State University 


ApverTisiInc Mepta AnD Markets, 2nd 
edition, by Ben Duffy. (New York: 
Prentice-Hall, Inc., 1951. Pp. 416. No 
price given.) 


This book needs little introduction to 
those engaged professionally in marketing 
and advertising. Suffice it to say that this 
new second edition is a satisfactory revision 
of Duffy’s widely used pioneer book and 
represents almost a lifetime of experience 
and fact gathering in the advertising agency 
business. 

Relatively few people recognize the im- 
portance of media buying. No more than 
a select number know that the largest part 
of the advertising dollar is spent for the 
vehicle which carries the advertising mes- 
sage. None but an expert would attempt to 
evaluate media apart from copy, layout, 
and sales promotional effort. As far as is 
possible this book has the avowed purpose 
of discussing and analyzing the methods 
used in the intelligent selection of media as 
well as related variables which affect the 
success of the advertising message. Readers 
of this text will be better prepared to spend 
advertising dollars wisely. It is, therefore, 
recommended to all those who are directly 
employed in the field of advertising, to those 
in executive positions who must pass upon 
final appropriations, and to teachers. 

The text is a straightforward, and un- 
biased presentation of the advantages, dis- 
advantages, characteristics, selectivity, cir- 


culation, and rate structure of all advertising 
media. In addition there is a mass of supple- 
mentary information dealing with the vari- 
ables which must be considered when placing 
advertising. 

A partial list of the table of contents is 
indicative of the scope of this book: The 
Market, The Importance of People, Choos- 
ing the Media, Newspapers, Newspaper 
Rates, Magazines, Business Papers, Farm 
Papers, Outdoor Media, Radio Advertising, 
Magazine and Newspaper Position, Tele- 
vision, Circulation, Measuring Radio and 
Television Circulation, Cooperative Adver- 
tising, Merchandising Services by Media, 
Judging Media by Inquiries, The Adver- 
tising Appropriation, What Is Effective 
Advertising Frequency?, How Rate Econ- 
omy Is Compared, The Advertising Schedule, 
Page Sizes and Colored Pages. 

An adequate description of the content 
of this book is almost impossible. Since it is 
a “how-to-do-it” book, it is practically a 
handbook packed with pertinent informa- 
tion. However, the student is left somewhat 
in the dark as to just how the media buyer 
actually makes up his mind regarding how 
an appropriation is allocated. Advertising 
men recognize, of course, that the worth of 
a media buyer is his ability to squeeze every 
penny of a dollar spent in matching market 
opportunity and delivered advertising mes- 
sages—a talent difficult to explain on the 
written page. Students can wish, however, 
that the author had incorporated illustra- 
tions of how space allocation is finally 
affected. Some of the methods and results of 
recent research dealing with media effective- 
ness and waste circulation might well have 
been added. 

Leo T. Simmons 
St. Louis University 


Britain: A Case Stupy ror AMERICANS, by 
Clare E. Griffin. (Ann Arbor: University 
of Michigan Bureau of Business Research, 
1950. Pp. 78. $1.50.) 

In this attractively written little volume, 
Professor Griffin raises two basic questions: 
What is the economic future of Great 
Britain? and What are the prospects for free 
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enterprise in that country? In exploring 
answers to these questions, the author in- 
quires into the characteristics, patterns of 
thought, and attitudes of the British people 
rather than the usual factors which are held 
to measure the economic well-being of a 
nation. He explains that in dealing with such 
broad questions as those mentioned above, 
intangible factors are more important than 
the material ones to which economists usually 
give most attention. It seems that Professor 
Griffin would have done better to have said 
that the kinds of questions about Great 
Britain which he has raised are not the 
usual problems to which economists address 
themselves. It is not a question then of in- 
tangible factors being more important than 
the material ones in Griffin’s analysis. The 
material factors which concern economists 
most of the time are simply not very relevant 
to the broad issues that he has raised. 

The author’s delineation of the British 
national character and his observation of the 
present British national psychology are 
extremely good. Anyone who has had direct 
contact with British life will agree that 
Professor Griffin has provided an excellent 
summary statement of the main charac- 
teristics of the British way of life. After 
having inquired into the British national 
character, Griffin returns to the two basic 
questions with which he opens his study. 
His general conclusions are that England’s 
economic future is far from being bright, 
and that free enterprise has no real future in 
that country. Great Britain will decline in 
‘the future, the author believes, because 
British socialism provides inadequate in- 
centives, is too inflexible, and makes inade- 
quate provision for new industrial capital. 
In addition, there is not much hope for free 
enterprise in Great Britain, the author con- 
cludes, because basic economic decisions 
have already for the most part been trans- 
ferred from private businessmen to the 
government. 

Professor Griffin’s long-run conclusions 
regarding the United Kingdom are decidedly 
pessimistic. His deep pessimism stems from 
his strong antipathy toward collective 
economic action and his belief that free 
competitive enterprise provides the best 


method of coping with the economic prob- 
lems of the present century. 

The author’s position takes no account of 
the argument that both the United States 
and Great Britain are now entering a new 
age of collective economic enterprise in 
which the main problem is that of working 
out an effective combination of both public 
and private enterprise in a new general frame- 
work. If Great Britain’s current economic 
position is regarded as being a reflection of a 
very difficult transition from the laissez- 
faire of the nineteenth century to the 
collective enterprise of the twentieth cen- 
tury, one’s pessimism can perhaps be 
tempered with considerable optimism for 
England in the long pull. This is all the more 
possible if one finds a proper place in his 
general scheme of things for both collective 
and individual action in the realm of eco- 
nomic affairs. 

G. Grucuy 
University of Maryland 


Cost, BupceTinc, AND Economics oF 
InpustRIAL Researcu, edited by David 
B. Hertz. (New York: King’s Crown 
Press, 1951. Pp. 261. $4.50.) 


As the title suggests, this booklet is the 
report of a conference on Industrial Re- 
search. Consequently, it is not a completely 
integrated book. It contains, however, a 
better balanced program with more logical 
relationships between the parts than do 
many conference proceedings. Also, it is 
full of provocative ideas that merit the 
attention of all who are interested in the 
developing field of Marketing Research. 

The booklet carries many of the faults of 
conference proceedings. There is too much 
starting and stopping which is, of course, 
necessary in a conference, but it might have 
been more completely eliminated in the 
editing of the proceedings. This reviewer 


grants, however, that editing rarely goes this. 


far and consequently the editor of the pro- 
ceedings under review is not to be censured 
perhaps for following traditional procedure. 

Many of the most valuable ideas in the 
entire book are carried in the discussions, 
some of which follow the individual papers 
and some of which occur in the report of the 
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clinical sessions which appear to have been 
an important part of the conference. These 
discussions are given verbatim with ques- 
tions and answers as they appear to have 
been raised on the floor of the conference. 
This is a somewhat messy form of presenta- 
tion at best, and it is unfortunate that somany 
good ideas are presented only in this form. 

Several of the main papers merit indi- 
vidual comment. For example, the discussion 
of sources of funds for research is a subject 
often neglected in the discussions of Market- 
ing Research. The use of reserve funds, re- 
tained earnings, stock or indebtedness are all 
discussed. The idea of selling either common 
or preferred stock in order to finance research 
probably will be much more palatable in 
the case of Engineering Research than in 
that of Marketing Research. The role of 
invention in the development of the firm 
comes in for considerable pertinent discus- 
sion. One of the most fruitful ideas brought 
out in that discussion is the need for inter- 
disciplinary approach. It is pointed out 
that cooperation among the Natural Sci- 
ences, the Social Sciences and Engineering 
may prove to be very fruitful both in de- 
veloping innovations and in adapting them 
into marketable form. Perhaps it would have 
been helpful to have had more emphasis on 
both the psychological and the purchasing 
power elements in marketability as con- 
tributing factors in the interdisciplinary 
approach. 

Another of the problems that is quite 
adequately handled is that of getting new 
products developed by interdisciplinary 
approach into actual production. The pro- 
cedures may be somewhat different de- 
pending upon whether the product results 
from engineering and laboratory research or 
from Marketing Research. Certainly here 
again, the desirability of both approaches 
is highlighted. 

Three fairly important papers deal with 
the question of design of experiments. The 
statistical approaches suggested are rela- 
tively elementary, although they appear to 
be perfectly sound for the suggested pur- 
poses. It obviously would be impossible to 
cover this question adequately in a portion 
of a single conference of this type. 


An idea that will be new to many people 
working in Marketing Research is discussed 
under the general title, “The Sales Mixture 
Chart.” Attention is given in this discussion 
to the notion of direct costs of each product 
of a multiple unit firm. The resulting con- 
tribution of each product to common costs 
is believed to be of considerable importance 
in guiding production and sales control. The 
use of what has come to be fairly stand- 
ardized IBM procedures for determining 
direct or contributory profit is pointed out 
in some detail. 

It seems to your reviewer that this con- 
ference must have contributed a great deal 
to those who were privileged to attend it. 
I am glad that the results were published in 
such detail so that the wider audience might 
have the advantage of the careful and 
detailed considerations. 

Rotanp S. VAILE 
University of Minnesota 


SALESMANSHIP: Prospects Buy, 
by C. A. Kirkpatrick. (Cincinnati: South- 


Western Publishing Company, 1951. Pp. 


483. No price given.) 


This book on salesmanship “hopes to 
smooth the path for the students who will 
be selling for themselves and for those who 
will join company sales forces.”” Divided into 
two parts, the first on “What a Salesman 
Should Know” and the second on “What a 
Salesman Should Do,” the text offers an 
interesting and informative lot of material 
well supported by numerous examples and 
quotations from sales executives. 

Part I, “What a Salesman Should Know,” 
covers the following seven chapters: The 
Job of Selling, Sales Personality, The Sales- 
man’s Company, The Salesman’s Products, 
The Salesman’s Prospective Customers, 
Buying Motives, and Competition; Part II, 
“What a Salesman Should Do,” includes the 
following eight chapters: Getting and Open- 
ing the Interview, Telling the Story, Telling 
the Story (continued), Demonstrating with 
Showmanship, Handling Objections, Closing, 
Working with Customers, and Managing 
Himself. 

The strength of this text and its unique 
feature are the many illustrations and quo- 
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enterprise in that country? In exploring 
answers to these questions, the author in- 
quires into the characteristics, patterns of 
thought, and attitudes of the British people 
rather than the usual factors which are held 
to measure the economic well-being of a 
nation. He explains that in dealing with such 
broad questions as those mentioned above, 
intangible factors are more important than 
the material ones to which economists usually 
give most attention. It seems that Professor 
Griffin would have done better to have said 
that the kinds of questions about Great 
Britain which he has raised are not the 
usual problems to which economists address 
themselves. It is not a question then of in- 
tangible factors being more important than 
the material ones in Griffin’s analysis. The 
material factors which concern economists 
most of the time are simply not very relevant 
to the broad issues that he has raised. 

The author’s delineation of the British 
national character and his observation of the 
present British national psychology are 
extremely good. Anyone who has had direct 
contact with British life will agree that 
Professor Griffin has provided an excellent 
summary statement of the main charac- 
teristics of the British way of life. After 
having inquired into the British national 
character, Griffin returns to the two basic 
questions with which he opens his study. 
His general conclusions are that England’s 
economic future is far from being bright, 
and that free enterprise has no real future in 
that country. Great Britain will decline in 
the future, the author believes, because 
British socialism provides inadequate in- 
centives, is too inflexible, and makes inade- 
quate provision for new industrial capital. 
In addition, there is not much hope for free 
enterprise in Great Britain, the author con- 
cludes, because basic economic decisions 
have already for the most part been trans- 
ferred from private businessmen to the 
government. 

Professor Griffin’s long-run conclusions 
regarding the United Kingdom are decidedly 
pessimistic. His deep pessimism stems from 
his strong antipathy toward collective 
economic action and his belief that free 
competitive enterprise provides the best 


method of coping with the economic prob- 
lems of the present century. 

The author’s position takes no account of 
the argument that both the United States 
and Great Britain are now entering a new 
age of collective economic enterprise in 
which the main problem is that of working 
out an effective combination of both public 
and private enterprise in a new general frame- 
work. If Great Britain’s current economic 
position is regarded as being a reflection of a 
very difficult transition from the laissez- 
faire of the nineteenth century to the 
collective enterprise of the twentieth cen- 
tury, one’s pessimism can perhaps be 
tempered with considerable optimism for 
England in the long pull. This is all the more 
possible if one finds a proper place in his 
general scheme of things for both collective 
and individual action in the realm of eco- 
nomic affairs. 

G. Grucuy 
University of Maryland 


Cost, Bupcetinc, AND Economics oF 
InpusTRIAL Researcn, edited by David 
B. Hertz. (New York: King’s Crown 
Press, 1951. Pp. 261. $4.50.) 


As the title suggests, this booklet is the 
report of a conference on Industrial Re- 
search. Consequently, it is not a completely 
integrated book. It contains, however, a 
better balanced program with more logical 
relationships between the parts than do 
many conference proceedings. Also, it is 
full of provocative ideas that merit the 
attention of all who are interested in the 
developing field of Marketing Research. 

The booklet carries many of the faults of 
conference proceedings. There is too much 
starting and stopping which is, of course, 
necessary in a conference, but it might have 
been more completely eliminated in the 
editing of the proceedings. This reviewer 


grants, however, that editing rarely goes this. 


far and consequently the editor of the pro- 
ceedings under review is not to be censured 
perhaps for following traditional procedure. 

Many of the most valuable ideas in the 
entire book are carried in the discussions, 
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clinical sessions which appear to have been 
an important part of the conference. These 
discussions are given verbatim with ques- 
tions and answers as they appear to have 
been raised on the floor of the conference. 
This is a somewhat messy form of presenta- 
tion at best, and it is unfortunate that somany 
good ideas are presented only in this form. 

Several of the main papers merit indi- 
vidual comment. For example, the discussion 
of sources of funds for research is a subject 
often neglected in the discussions of Market- 
ing Research. The use of reserve funds, re- 
tained earnings, stock or indebtedness are all 
discussed. The idea of selling either common 
or preferred stock in order to finance research 
probably will be much more palatable in 
the case of Engineering Research than in 
that of Marketing Research. The role of 
invention in the development of the firm 
comes in for considerable pertinent discus- 
sion. One of the most fruitful ideas brought 
out in that discussion is the need for inter- 
disciplinary approach. It is pointed out 
that cooperation among the Natural Sci- 
ences, the Social Sciences and Engineering 
may prove to be very fruitful both in de- 
veloping innovations and in adapting them 
into marketable form. Perhaps it would have 
been helpful to have had more emphasis on 
both the psychological and the purchasing 
power elements in marketability as con- 
tributing factors in the interdisciplinary 
approach. 

Another of the problems that is quite 
adequately handled is that of getting new 
products developed by interdisciplinary 
approach into actual production. The pro- 
cedures may be somewhat different de- 
pending upon whether the ‘product results 
from engineering and laboratory research or 
from Marketing Research. Certainly here 
again, the desirability of both approaches 
is highlighted. 

Three fairly important papers deal with 
the question of design of experiments. The 
statistical approaches suggested are rela- 
tively elementary, although they appear to 
be perfectly sound for the suggested pur- 
poses. It obviously would be impossible to 
cover this question adequately in a portion 
of a single conference of this type. 


An idea that will be new to many people 
working in Marketing Research is discussed 
under the general title, “The Sales Mixture 
Chart.” Attention is given in this discussion 
to the notion of direct costs of each product 
of a multiple unit firm. The resulting con- 
tribution of each product to common costs 
is believed to be of considerable importance 
in guiding production and sales control. The 
use of what has come to be fairly stand- 
ardized IBM procedures for determining 
direct or contributory profit is pointed out 
in some detail. 

It seems to your reviewer that this con- 
ference must have contributed a great deal 
to those who were privileged to attend it. 
I am glad that the results were published in 
such detail so that the wider audience might 
have the advantage of the careful and 
detailed considerations. 

Rowanp S. VAILE 
University of Minnesota 


SALESMANSHIP: HeELpiInG Prospects 
by C. A. Kirkpatrick. (Cincinnati: South- 
Western Publishing Company, 1951. Pp. 
483. No price given.) 


This book on salesmanship “hopes to 
smooth the path for the students who will 
be selling for themselves and for those who 
will join company sales forces.”” Divided into 
two parts, the first on “What a Salesman 
Should Know” and the second on “What a 
Salesman Should Do,” the text offers an 
interesting and informative lot of material 
well supported by numerous examples and 
quotations from sales executives. 

Part I, “What a Salesman Should Know,” 
covers the following seven chapters: The 
Job of Selling, Sales Personality, The Sales- 
man’s Company, The Salesman’s Products, 
The Salesman’s Prospective Customers, 
Buying Motives, and Competition; Part II, 
“What a Salesman Should Do,” includes the 
following eight chapters: Getting and Open- 
ing the Interview, Telling the Story, Telling 
the Story (continued), Demonstrating with 
Showmanship, Handling Objections, Closing, 
Working with Customers, and Managing 
Himself. 

The strength of this text and its unique 
feature are the many illustrations and quo- 
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tations of suggested practices from several 
companies whose products range from con- 
venience goods through heavy industrial 
products. Some of these quotations are from 
letters by sales executives, others are from 
company sales manuals. Among the most 
helpful ideas of the book are the twenty-five 
examples of handling objections and the 
final chapter titled “Managing Himself.” 

Students of salesmanship and also sales- 
men might feel that the author “preaches” 
to them, especially in the first two chapters. 
The practice of listing many points on 
several subjects tends to deaden student 
interest, as does the impersonal reference to 
“the salesman” instead of the use of the 
“you” attitude. Teachers of salesmanship 
and sales managers will doubtless consider 
the book too descriptive and rather general, 
and therefore lacking in analysis, as indi- 
cated, for example, on page 288, point No. 3 
regarding the Difficult Prospect. 

Marketing men generally will question 
whether many salesmen should undertake 
territory analysis, market research, and 
determination of frequency of calls as sug- 
gested; the companies illustrated in the text, 
especially, would find competent marketing 
research a better solution. 

Also, it is doubtful whether many salesmen 
need to have as much information as is 
advised about: the industry, the financial 
details of the company as recommended on 
p. 72, the “Corporation Itself,” and about 
the advertising budget. Missing are the usual 
footnotes and bibliography. 

The early part of the text discusses the 
importance of selling and emphasizes that 
salesmanship is a profession. One wonders if 
this sort of defensive attitude isn’t a nega- 
tive approach in attempting to improve the 
attitude of both salesmen and the general 
public. 

James R. Hawkinson 
Northwestern University 


Wuat Happens Durine Business Cyctes: 
A Procress Report, by Wesley C. 
Mitchell. (New York: National Bureau of 
Economic Research, 1951. Pp. 386. $5.00.) 


This is a posthumous book of one who 
devoted many years investigating business 


cycles. It is edited and introduced by his 
able associate, Arthur F. Burns. 

What did Wesley C. Mitchell do and learn 
about business cycles during his life span? 
Through the National Bureau of Economic 
Research he did what no individual was able 
to do, namely, “to collect the masses of raw 
data pertinent to the study of cyclical be- 
havior, segregate the cyclical components 
from other sorts, and assemble the findings 
to form a realistic model of business cycles 
by which explanations could be judged.” 
What did he learn? “After years of con- 
tinuous effort, we have just reached a stage 
at which we venture to report some of our 
findings regarding the broad characteristics 
of business cycles. Even now what we can 
say is ill proportioned, tentative, and subject 
to change as the investigation proceeds.” 
This is the remark of a true scientist and a 
modest man, as the reader will learn if he 
will take the time to examine this publica- 
tion with the care it deserves. The task will 
not be an easy one, but the rewards will be a 
much better understanding of American 
business cycles and a mind filled with ques- 
tions about them. 

The book is divided into three parts, 
namely, Aims, Methods and Materials (28 
pages); Varieties of Cyclical Behavior (222 
pages); and the Consensus of Cyclical Be- 
havior (58 pages). 

Anybody who is acquainted with Mit- 
chell’s “Business Cycles; The Problem and 
its Setting” (1927) and Burns and Mitchell’s 
“Measuring Business Cycles” (1946) will 
find the summary of aims and methods 
sufficient for “refresher” purposes. Under 
Materials, one will find that this progress 
report is based upon 794 series of which 478 
deal with flow of commodities services or 
incomes, 168 with prices of commodities or 
services, 135 with financial activities or 
prices, and 13 with general business activity. 
Forty-nine and two-tenths per cent of these 
series cover four or five cycles and 41.3% 
cover six or more cycles. About this sample, 
Mitchell writes, “The gravest inadequacies 
of the sample appear in personal income 
other than factory wages, and the profits or 
losses of business enterprises.” 

Under Varieties of Business Cycles we find 
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Mitchell concerned with varieties of cyclical 
timing, degrees of conformity to business 
cycles, varieties of reference-cycle amplitude, 
and cycle-by-cycle variability in cyclical 
behavior. 

Relative to timing, Mitchell states “I 
shall assume that every variety of charac- 
teristic timing means that the cyclical move- 
ments of the activities represented are 
dominated by business cycle expansions and 
contractions. On this hypothesis, 89 per cent 
of our series should be thought of as typically 
swayed by the cyclical tides throughout 
reference cycles. Only in 11 per cent of 
irregular series do cyclical influences fail to 
dominate the short-run movements. Objec- 
tions may well be raised to this blunt state- 
ment.” Relative to the detailed varieties 
(based upon combinations of stages) of 
characteristic timing Mitchell observes “All 
of our 25 varieties of timing except one are 
represented by at least two series in the 
present sample, and any day some new 
series may pop into the ‘empty box’ (expan- 
sion in stages III-VIII, contraction in 
VIII-IIT).” One notes further that 76.6 per 
cent of the series are positive in timing, 9.8 
per cent are inverted, 3.1 per cent are 
neutral and 10.6 per cent are irregular. As to 
lead and lag, an analysis of 709.5 series re- 
vealed that at the trough 21.4 per cent of the 
series revealed a one or two stage lead, $9.1 
per cent were coincident and 8.8 per cent 
lagged by one or two stages; at the peak 
the respective percentages were 14.4, 59.6, 
and 15.3. In closing, Mitchell observes 
“Indeed, these differences of characteristic 
timing make it easier to grasp the way in 
which business cycles propagate (I do not 
say cause) themselves.” 

Turning to degrees of conformity to busi- 
ness cycle Mitchell found that “almost 37 
per cent of our series conform to every 
business cycle they cover, and more than 
half of this list conform also to every expan- 
sion and every contraction. Forty-eight per 
cent conform to full business cycles 9 or 
more times out of 10; 68 per cent 4 or more 
times out of 5; 77 per cent 3 or more times 
out of 4; and 88 per cent 2 or more times out 
of 3.”’ As to types of series he observes “‘zero 
conformity to business cycles on the average 


among irregular series; negative and rela- 
tively modest conformity among inverted 
series, which swim against the cyclical tides 
most or all of the time; decidedly higher 
conformity among the two varieties of neu- 
tral series, both of which swim half of the 
time with and half against the cyclical tides; 
finally, the highest indexes among positive 
series, which swim with the tides except 
when they are leading or lagging.” 

The last section of Part II, Varieties of 
Business Cycles, is concerned with cycle-by- 
cycle variability in Cyclical Behavior. 
Mitchell considers this topic first from the 
viewpoint of cycle-by-cycle variability 
within series and then cycle-by-cycle vari- 
ability among series. Relative to the former, 
he shows that through the techniques he and 
his associates have developed it is possible to 
decompose the average deviations into an 
estimate of its irregular, secular and cyclical 
components. He states ‘““We may sum up the 
findings in the following propositions: The 
cyclical component varies from cycle to 
cycle; its variability declines sharply from 
stage I to III, rises sharply in III—V, then 
falls again in V—VII, and rises in VII-IX. 
Intracycle trends also vary from cycle to 
cycle. Their contributions to the average 
deviations from reference-cycle patterns de- 
clines from stage I to stage V and rises from 
V to IX. Other types of cycle-by-cycle 
differences in our measures are not closely 
correlated with the changes in cyclical- 
secular movements, and tend to be evenly 
distributed among the nine stages. In mag- 
nitude they seem to exceed the differences 
attributable to the cyclical and secular 
components taken together, but the excess— 
cannot be taken at face value. In any case, 
it is not large at the troughs of the cycle 
where our methods maximize the variability 
of both the cyclical and secular components.” 

The third and final part of the book is 
titled The Consensus of Cyclical Behavior. 
Mitchell’s observations in this section are 
based upon 34 monthly or quarterly compre- 
hensive series and lay the foundation for a 
similar analysis of individual series. He 
observes that “‘all three ways of summing up 
the consensus in the direction of movement 
of our comprehensive series agree, however, 
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upon certain fundamental features of Ameri- 
can business cycles during the period covered 
by our investigations to date: (1) A sub- 
stantial majority of economic activities rise 
in stages I-V and a substantial majority 
fall in V-IX. (2) The majorities are greater 
if we seek to eliminate irregular cycle-by- 
cycle movements by averaging of some 
sort; but they remain significantly large if 
we take each segment of each cycle as a 
unit to be counted by itself. (3) The majori- 
ties of series that rise during the segments 
dominated by cyclical expansion are on the 
whole larger than the majorities that fall 
during the segments dominated by contrac- 
tion, presumably because our sample in- 
cludes many more rising than declining 
intracycle trends....(4) Cross currents 
in the business situation are most prominent 
in the last segment of cyclical expansion 
and the last segment of cyclical contrac- 
tion.” 

This question may rise in the mind of the 
reader of this review: Is that all that 
Mitchell accomplished? For this reader one 
finds Mitchell’s answer. ‘““What may trouble 
the reader more is the implication that, at 
this late date, the concept of business cycles 
still needs to be tested. But impatience on 
that score would be a mark of scientific 
immaturity. A rather rough notion of some 
phenomenon may prove sufficient to guide 
early efforts to understand it. At a later 
stage, when rival explanations have accumu- 
lated, and competent judges differ as to 
which explanation best fits the facts, it be- 
comes necessary to define concepts more 
rigorously and test them more systematical- 
ly. What is put to the test—is not merely the 
notion that business undergoes cyclical fluc- 
tuations of some sort, but the hypothesis 
that the cycles in question have the char- 
acteristics set down in the several clauses of 
our definition, that historical instances of 
these phenomena occurred within the inter- 
vals marked off by our reference dates, that 
the time series we have collected can be 
made to reveal the cyclical movements in 
different sectors and aspects of a national 
economy, and that the analytic methods we 
have devised are fit tools to that end. Surely, 


no one should take all this for granted un- 
less adequate factual evidence is submitted 
to his scrutiny.” 

Criausin D. 
University of Santa Clara 


ErrectivE MANAGEMENT THROUGH PRos-: 
ABILITY ConTRoLts, by Robert Kirk 
Mueller. (New York: Funk & Wagnalls 
Company, 1950. Pp. 302. $5.00.) 


The current use of statistical probability 
controls stems primarily from their original 
applications to the manufacturing operations 
of companies, particularly for quality con- 
trol. Mr. Mueller has pioneered this book to 
illustrate how this control tool has spread 
in its application to include other fields of 
management and to explain how it might be 
adapted to a reader’s company. 

The author’s key reader is the manage- 
ment executive interested in learning more 
about a technique that can supplement his 
own experience and judgment. Because of 
this key reader, the book has been written 
with minimum emphasis on mathematics, 
statistics, or technical training. The style is 
understandable, easy to read, and sprinkled 
with interesting analogies and humorous 
references. Further the author commendably 
understands that his proposed approach to 
a problem “...in no way will solve the, 
problem—it will only help in understanding 
the factors which are significant.” 

The book is divided into five major sec- 
tions. The first is concerned with a brief 
statement of the purposes of the theory 
and the book, while the second deals with 
the reasons why executives should be and 
are interested in the techniques. 

The third section entitled “Brass Hat 
Facts about Statistical Control” contains 
the statistical and mathematical explana- 
tions presumably necessary for an under- 
standing of the principles and applications 
of probability controls. Many top manage- 
ment executives (for whom the book has 
been written) may find the long Chapter 
VIII, concerning prominent statistical tech- 
niques, too detailed and technical. Since the 
reader is assured that staff men can do the 
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technical work, few top executives will be 
concerned with discussions of such factors 
as standard deviations, tests for significance, 
fraction defective or even scientific sampling. 

Section IV will be of great interest to 
most management men, as it contains chap- 
ters detailing specific examples of the use of 
probability controls and other statistical 
techniques in the manufacturing, financial, 
sales, and administrative phases of business. 

And the concluding section pertains to 
the problems of “Topside Responsibility 
and Participation in a Control Program,” 
including a step by step analysis of just how 
to organize and install a program for statis- 
tical control. Mr. Mueller, who obviously 
has had a wealth of practical experience in 
applying a program of this type, has very 
sensibly included a chapter which suggests 
the most effective approach to “selling” 
statistical control to all personnel involved. 
Also included in this final section is an excel- 
lent chapter, well illustrated, on “How to 
Read a Control Chart.” 


The basic statistical concept of the book 


is interesting and not overly complicated, 
and stimulates the considerations of a wide 
variety of applications. This proposed prob- 
ability technique is that of plotting control 
data sequentially in relation to a horizontal 
central tendency line, and evaluating the 
variations in relation to upper and lower 
control limits corresponding to standard 
deviations. As the author graphically puts 
it ““...the control chart is the frequency 
distribution curve cocked go degrees... .” 
It is hoped that attention will be focused on 
the trends of the control data within the 
limits imposed only when there are indica- 
tions that operations are out of control such 
as when the data break through the control 
limits. “This allows the manager to spend 
his time on critical, significant variations 
only,” states the author. “Or, better, if the 
entire system stays under control, he can 
devote his time to progressive activities in 
furthering the company’s future position 
rather than in routine control of existent 
business.” Of course, there must be repeti- 
tive, measurable data before such a tech- 
nique can be adopted. 


One of the important contributions to 
progressive management literature made by 
Mr. Mueller is the apparently exhaustive 
research conducted to discover the many 
case examples included to illustrate the use 
of probability controls. Certainly these 
many examples should create an assurance 
in a reader’s mind that the suggested ap- 
proach is practical, understandable, and 
generally useful. This combining of the 
reality of case examples with the academic 
background needed for understanding the 
basic statistical concepts should stimulate 
in any sincere reader a consideration of how 
it might be applied in his business. Extensive 
bibliographies are included for the reader 
who desires to pursue the subject to greater 
depth. 

One of the weaknesses of the book should 
not be leveled at the author, but rather is a 
reflection on the state of the technique— 
namely, the dearth of examples showing the 
use of probability controls per se for con- 
trolling sales activities. Rather, the author 
must typically rely on examples of correla- 
tion or simple statistical analysis. These 
examples from the sales field are interesting 
but somewhat disappointing to the reader 
looking forward to learning about previous 
applications of probability controls to a 
company’s selling program. Hopefully, more 
effort in this direction may be instigated as a 
result of this book. 

The author is careful to point out poten- 
tial weaknesses from misapplication or over- 
selling of probability controls. Emphasis is 
placed on the need for competent direction 
and intelligent human relations with all 
persons involved. As Mr. Mueller states, 
“|, . put in charge someone who has sales 
ability and a businesslike demeanor. Also, 
one who can talk plain language about some 
complicated subjects.” 

In the net, this book is a well-written, 
carefully documented thesis concerning a 
technique given great emphasis by World 
War II. It presents a compilation of the 
best thinking to date on this subject in 
diverse management problem areas. The 
author ably has advanced the case for sup- 
plementing executive judgment with effec- 
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tive mathematical measures through statis- 
tical probability controls. 

Joun D. Louts 
San Francisco, California 


Pusuic Retations, by William A. Nielander 
and Raymond W. Miller. (New York: The 
Ronald Press Company, 1951. Pp. 398. 
$5.00.) 


Public relations is, in a sense, one of the 
oldest types of human activity, yet public 
relations as it is known and practiced today 
in business is young. 

First recognized by some companies as a 
definite part of business in the early 1900’s, 
it grew during the twenties and thirties, and 
advanced to a position of great popular ac- 
ceptance during the forties. Wide horizons 
now open before the men and women en- 
gaged in public relations work. Although 
certainly out of its “toddling age” and per- 
haps well into its “young adulthood,” pub- 
lic relations may still look ahead toward its 
“golden years.” 

Public Relations by Nielander and Miller 
has been designed for use as a textbook. It 
appears to fill a very definite need for the 
college student desiring broad information. 
And it should be helpful to business people, 
as well, especially those who have not yet 
come to recognize the importance and the 
wide scope of public relations. 

Briefly covering all aspects of the subject, 
the text presents a survey of the entire 
field. This book, by two acknowledged 
authorities, has been divided into five parts. 

Part I answers the question ‘What Is 
Public Relations?” gives some of the basic 
concepts and principles involved, and, in 
the chapter “‘A Career in Public Relations,” 
gives the student or newcomer to the field 
some suggestions regarding his own require- 
ments—both personal and educational—as 
well as some suggestions as to how he actual- 
ly can break into public relations work. 


Part II discusses, in turn, Employee, { 


Personnel, Supplier, Creditor, Customer, 
Trade, Press, and Investor Relations. At- 
tention is directed to each of those fields, 
briefly, so that the reader may become aware 
of and perhaps better understand some of the 
types of problems involved in each. 


Part III tells of some of the more special- 
ized types of public relations work. A chap- 
ter is devoted to each of the following: 
Community Relations; Schools and Non- 
Profit Organizations; Public Relations With 
Government; International Public Relations; 
and Public Relations and the Armed Serv- 
ices. 

Part IV deals with what might be called 
the “tools” of public relations work—the 
“mechanics” of the problem—the “how to 
do it.” The use of the telephone as a public 
relations instrument, correspondence, com- 
pany publications, advertising as it might 
affect public attitudes towards a company, 
publicity, radio and television, and films. 

Part V has been divided into three chap- 
ters. The first deals with ““The Public Rela- 
tions Director and His Department.” The 
second concerns “The Public Relations 
Counselor.” The third is “Planning and 
Implementing a Public Relations Program.” 

Here is one book that seems to really do 
the job it was designed to do. Any student 
of business—whether in a college or uni- 
versity or in business itself—who conscien- 
tiously reads this book, should benefit from 
the comprehensive treatment of the “science 
and art of public relations.” Having studied, 
here, the field as a whole, the student should 
then be able to search more specialized 
sources regarding the area of public relations 
work which he may choose, knowing that 
his background is well-balanced. 

The authors, in some instances, have 
done a subtle sales job for public relations. 
And, indeed, a sales job is needed in many 
organizations. 

Idea-sparking examples and case histories 
enhance the value of the book. 

Thoughtfully written and well presented, 
Public Relations should be a welcome and 
useful addition to any business bookshelf. 

GeorceE B. CHANnDLEss, JR. 
New York University 


Tue Art or Askinc Questions, by Stanley 
. Payne. (Princeton: Princeton Uni- 
versity Press, 1951. Pp. 249. $3.75.) 
The reviewer is enthusiastic. Here is a 
well-written book that is hard to put down 
once you begin it. The book gets down to 
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cases. Payne’s illustrations are always well- 
selected and practical. 

Yet the reviewer is confused. He cannot 
determine for whom the book has been 
written. 

Could it be for the neophyte in surveys? 
Probably not. Payne avoids generalization, 
saying that “...the reader will be disap- 
pointed if he expects to find...a set of 
definite rules or explicit directions.” (p. 
xi) Payne argues that since question-phras- 
ing is an art rather than a science, it is 
dangerous to generalize. Yet the reviewer 
must point out that all steps of the sampling 
survey are applications of judgment. Yes, 
even sampling. Yet there are “rules” for 
all other steps. 

The neophyte in surveys is not ready for 
the book. He first requires general orienta- 
tion before going on to this or any other 
specialized phase of surveys. 

Is the book intended for businessmen? 
True, it is easy reading. But few businessmen 
will be interested in as specific an area of 
surveys. And most would dislike the avoid- 
ance of generalization. 

Could the book be used in college teach- 
ing? Not as a basic text. There are insuffi- 
cient reference materials. There are five 
pages of book for every reference. Nor is 
the book’s length (249 pages) sufficient for 
the purposes of the usual instructor. 

What about the technician? The techni- 
cian can learn much from the book. But it 
could not have been intended primarily for 
him. The trained researcher may resent the 
oversimplified writing. He may be aware 
of the lack of sufficient source material. He 
will not find the book useful as a technical 
manual of procedure. 

Payne’s book is useful, however. It is a 
distinct contribution for several reasons: 
(a) through completing the availability of 
books on each phase of the sampling survey 
it marks the end of the development phase 
of this form of marketing research, (b) it 
demonstrates clearly that errors due to ques- 
tion-phrasing may be more serious than 
those due to sampling, and (c) its points are 
all sound and dependable. 

Despite its limitations, this is a true mile- 
stone in the literature of marketing research. 


The technician will want it as a reference 
source on the library shelf. The academician 
may assign it as supplementary reading for 
his market research class. The occasional 
businessman interested in acquiring knowl- 
edge of specialized techniques may find it a 
profitable source. The advanced neophyte 
may use it to gain knowledge on question- 
phrasing. 
A. B. BLANKENSHIP 

A. B. Blankenship & Associates, Inc. 


‘SuccessruL Rapio AND TELEVISION Ap- 


VERTISING, by E. F. Seehafer and J. W. 
Laemmar. (New York: McGraw-Hill 
Book Company, Inc., 1951. Pp. 574. 


$6.50.) 


This book attempts to acquaint students 
with all aspects of the mechanical and com- 
mercial use of broadcast and telecast advertis- 
ing. The points covered are: the radio and 
television facilities of the United States; 
the types of business institutions involved 
in their use; methods of production and 
“creation” of programs; radio research; the 
application of radio to retail selling and to 
national advertising; the building of radio 
audiences; merchandising radio and tele- 
vision advertising; and selling radio and 
television time. The scope is encyclopedic! 

The book is apparently written for stu- 
dents who have had no previous courses in 
marketing or advertising. A statement con- 
cerning the nature of the general advéertis- 
ing agency (“Contrary to popular belief, 
the 15 per cent commission is paid by the 
media and not by the advertiser,” p. 276) 
indicates the skepticism of the authors con- 
cerning previous knowledge. As a result of 
this attempt to explain all topics discussed 
from the ground up, the book tends to give 
the impression of superficiality. Moreover, 
it suffers somewhat in organization. Chapter 
5 (The Radio and Television Audience), 
Chapter 21 (Building the Radio and Tele- 
vision Audience) and certain chapters on 
radio research and audience measurement 
tend to overlap. The objective of the book 
does not appear definite; it is a polemic in 
favor of radio advertising at times, a manual 
for the technical use of broadcast media at 
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times, and a text for the advertising student 
at times. 

§@, The present reviewer suffered frequently 
at the authors’ use of business slang: “‘. . 
television packs a tremendous sales wallop” 
on page 19; “Top-flight talent is a factor 

on page $5; “audiences were contacted 
by mail” on page 95; “Put across the name 

” on page 189—these will instance. 
Moreover, the writing becomes, at times, 
loose enough to violate the requirements 
of correctness: “The announcer should be 
educated much /ike a salesman...” on 
page 130 is a case in point. Frequent shift 
in person, as, after third-person exposition: 
“You’ ve heard this phrase often on the 
air... require an effort on the part of the 
reader. Such contractions as “‘it’s,” “can’t,” 
and “won’t” are frequent. One more char- 
acteristic troubled the reviewer. Documen- 
tation is at a minimum throughout the 
volume. Frequently material in smaller 
type face, presumably adapted from other 
sources, appears, but is rarely documented 
as to source. 

It is possible that an instructor using the 
book as a text would need to have a con- 
siderable knowledge of his field to make the 
best use of it. 

Commendation should be given the au- 
thors for their excellent treatment of the 
regulation of radio and television advertising 
(Chapter 15). 

Lawrence C, LockLey 
University of Southern California 


America’s Economic GrowTu (3rd edition) 
by Fred Albert Shannon. (New York: 
The Macmillan Company, 1951. Pp. 967. 
$6.00.) 


The first edition, entitled Economic His- 
tory of the People of the United States, ap- 
peared in 1934; the second edition, with new 
title, in 1940. The third edition contains 
essentially the same forty chapters, with 
Chapter XL only slightly reworked. Two 
new chapters have been added: XLI, ““War- 
time Economy, 1939-1945,” and XLII, 
“War and Armed Truce Economy.” These 
changes enable the author to include statis- 
tical data through 1948 and some develop- 
ments of 1950. 


As in the previous edition, the book is 
divided into the following five parts. I. 
The Period of Colonial Dependence, to 
1789; II. The Period of Dominant Sectional- 
ism, 1789-1865; III. The Rise of Capitalism, 
1865-1900; IV. The Climax of Capitalism, 
1900-1929; and V. The Trend Toward State 
Capitalism, since 1929. The author’s atti- 
tudes and viewpoints have remained essen- 
tially the same. 

Heavy emphasis is placed on the monopo- 
listic elements in each industry. With a few 
minor exceptions that receive brief mention 
business appears to be incapable of doing any 
good for its employees or the public. Its 
history is portrayed as a series of cam- 
paigns to monopolize the market, bribe 
government officials, rob stockholders; war 
on labor with no holds barred, including use 
of economic, legal, and military weapons; 
and utter disregard for consumer and public 
welfare. Only when social-minded govern- 
ment administrations or powerful labor or- 
ganizations compelled business to modify 
its greedy antisocial tactics were desirable 
forward steps taken. 

Not only does big business appear to have 
been almost universally bad for all but a 
few of the inside manipulators, but small 
business, especially in marketing, fared no 
better. On page 795 the author’s appraisal 
that the country had too many little, in 
dependent retailers, each of whom considered 
that he was entitled to a life of ease, may be 
questioned. How free enterprise could be 
maintained, income earning opportunities 
kept open for persons unsuited to big busi- 
ness employment, and the convenience of 
consumers provided for, in the absence of 
these retailers is not explained. The author’s 
suggestion that most of the independent 
merchants should be put into producing 
goods and actual competition restored among 
the rest seems to be representative of his 
attitude toward marketing. 

On page 725 the same idea is expressed: 
“As long as the middlemen’s charges 
amounted to more than farm prices both the 
farmer and the industrial laborer must suf- 
fer.” Whether the farmer would suffer less 
by having no transportation agencies to 
move his crops to the cities, and no middle- 
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men to buy them for resale is not mentioned. 
How the industrial worker would suffer less 
either by having no foodstuffs brought to 
him or by being obliged to produce his own 
receives no comment. Also, the squeezing 
out of many wholesalers and small independ- 
ent retailers resulting from the rise of mass 
distribution mentioned on page 796 is con- 
trary to facts as shown by census data and 
independent surveys. On page 741 the au- 
thor, apparently referring to the period of the 
twenties and thirties, states that “some sav- 
ings in production could be traced to the 
larger concerns, but none in distribution.” 
The tremendous expansion of large-scale 
distribution during these periods, resulting 
in the launching of restrictive tactics de- 
signed to lessen their competitive price ad- 
vantages during the thirties is left unex- 
plained. 

The foregoing comments are purposely 
limited to what appears to the reviewer to 
be an inadequate and misleading presenta- 
tion of marketing in our economic history. 
That the progress made in marketing during 
this century is not mentioned may be inter- 
preted in part as consistent with the author’s 
objectives and space limitations. 

Throughout the book only occasional 
single-sentence references are made to desir- 
able progress or achievements of our capital- 
istic economy, indication that the author’s 
purpose is to describe in detail only defects 
and abuses. For the mature reader the tre- 
mendous contributions of the American 
economy may be too evident to warrant 
comment, but for the average college student 
this is not always true. 

On many topics closely related to market- 
ing the book presents a thorough and criti- 
cal analysis. A few of these include pure food 
and drug legislation, standards for con- 
sumers’ goods, farm subsidies, price sup- 
ports, price regulating legislation, wartime 
rationing and salvage campaigns, and other 
areas of expansion of governmental activi- 
ties. 

The author appears to find war the chief 
means of maintaining a continued high level 
of economic activity and employment, at 
least during the present century, in spite of 
his evident disapproval of such a situation. 


Representative of this viewpoint is a state- 
ment on page 781 referring to conditions 
during the late thirties: “Here was another 
problem calling for war as a temporary 
solution—for a postponement of the necessity 
of facing economic realities.” The concluding 
paragraph of the book, referring to the war 
in Korea, contains this summary: “Hoarding 
began anew; profiteering grew apace, and 
politicians resorted to admonitions rather 
than action.” This statement appears to 


reflect the author’s doubt that the lessons © 


of World War II will be learned any better 
than were those of World War I. 

In spite of a somewhat critical review of 
certain aspects of this book, the entire work 
represents a most valuable contribution to 


the literature of the economic history of 
America. 


Pearce C, KELLEy 
fon of Oklahoma 


ME IN Market Distrisvu- 
TIon, by Arch W. Shaw. (Cambridge: 
Harvard University Press, 1951. Pp. 119. 
$2.50.) 

At first glance, one wonders why this book 
has been reprinted, as there is practically 
nothing in it later than 1912. However, it 
covers the period during which the study of 
marketing developed. Part of the book was 
written by Mr. Shaw for a magazine that 
he was then publishing called “System” and 
in the foreword it states that “no alterations 
of substance have been made.” 

To one who is interested in the history of 
marketing, like the reviewer, this book may 
be very interesting. It gives the conditions 
that were prevalent in the first decade of 
the present century. 

The first chapter is given to a discussion 
of general principles of business, and is the 
least interesting one in the book. It states 
that a large number of businessmen are 
what are termed the “Rule of thumb” 
operators. “They guess at the most effective 
sales ideas which analysis of their product 
discloses, guess at the most forceful forms 
of expressing these, and guess at the most 
efficient agencies and mediums for trans- 
mitting them to prospective publishers.” 

An observation is made that the larger the 
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number of salesmen in a given territory, as 
a rule the larger the total number of orders. 
Then this naive observation follows: ““The 
number of salesmen might be carried to a 
point where the average orders per man 
might drop, with much increased cost of 
business at less profit” (pages 2 and 3). 

The writer does not distinguish between 
trademarks, brands, and trade names. He 
also speaks of house brands. His other termi- 
nology is equally inadequate. For example, 
he speaks of the functional middlemen like 
the express company and transportation 
company, and includes insurance companies 
and banks in his classification of functional 
middlemen. 

The safety razor was discussed quite at 
length and used as an example of how to 
introduce a new article, although this dis- 
cussion to one who knows the history of 
that implement is much lacking in interest- 
ing details. 

The author discusses prices extensively 
and divides them into three levels, the going 
prices, the plus price, and the minus price. 
It was his belief that distribution was rapid- 
ly drifting into the hands of retailers, includ- 
ing mail order houses. He believed that the 
adoption of direct selling to retailers less- 
ened the credit risk. 

Nowhere in the book was advertising dis- 
cussed as being of direct help to salesmen. 
He believed that a business man would 
choose either salesmen or advertising. 
Furthermore, the advertisers that he had in 
mind never used more than one advertising 
medium at a time. But then, he was writing 
of a time when there were 100,000,000 people 
in the country and the total advertising ap- 
propriation was about a billion dollars. 

The author emphasized the growing social 
responsibilities of the businessman, particu- 
larly of producers, although at the time he 
wrote there was no public relations, and that 
term is nowhere used. 

He reviewed very briefly the Interstate 
Commerce Commission Act and the Sher- 
man Anti-Trust Act. There was also a 
reference made to the Parcel Post Act. It 
was his belief that the latter would greatly 
cheapen methods of distribution and would 


be so generally used that it would practically 
eliminate many of the middlemen. That, in 
his opinion, was an achievement highly to 
be desired. The author, like many others 
writing at the time, was of the opinion that 
the middlemen added to the cost of distri- 
bution. 

The author acknowledged that his termi- 
nology might be new and while that might 
have been true in 1912, at the present time 
it is of a past generation. 

On page 79 he stated that the producer 
“is not in any sense a merchant.” It was his 
belief that the distributors are responsible 
for creating a demand. Evidently he never 
sold goods to retailers who repeat over and 
over again, “go out and create a demand and 
then I’ll stock your goods.” 

The last pages in the book are devoted to 
more scientific distribution. However, they 
cover less material than the freshman would 
find in his current text books. 

E. Acnew 
New York University 


Monopoty Free ENTERPRISE, by 
George W. Stocking and Myron W. 
Watkins. (New York: The Twentieth 
Century Fund, 1951. Pp. 596. $4.00.) 


This substantial work is an honest effort 
to face the proposition that “the lesson of 
history is clear. Business will not long remain 
competitive if left to its own devices. Laissez- 
faire promotes monopoly, not competition. 
To keep business enterprise healthy and free, 
it is necessary to provide a legal and eco- 
nomic environment hospitable to competi- 
tion.” A series of chapters examine imperfect 
competition in product and distribution 
with special chapters on price leadership and 
basing point pricing. Trade associations, 
anti-trust policy and trade practices and 
their regulation and the influence of patients 
on concentration are examined. 

The massive data examined in the body 
of the text is a satisfactory summary of 
the principal factors bearing on the complex 
problem. But the substance of the book lies 
in Chapter 16, “A Program to Promote 
Competition.” It is stated that the NRA has 
demonstrated forever that cartelization is not 
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the answer and therefore outside of the 
field of public utilities, competition must be 
accepted as the basis of national policy. 
The authors are suspicious of trade associa- 
tion activities though they seem to be useful, 
if not indispensable, for the promotion of 
that perfect knowledge which is essential for 
the operation of competition. 

It must be confessed that in spite of a 
thorough examination of the problem and 
an honest effort at seeking a solution, the 
authors have not produced one. Even the 
enforcement of competition by legal means 
by requiring the dissolution of two large 
organizations, does not really enforce com- 
petition because inevitably legal procedures 
of this kind follow the fact. The closest ap- 
proach to a positive principle is the state- 
ment on page 563. “Recognition should be 
given to the principle that great size, in- 
volving substantial concentration, will be 
permitted if it can be justified in terms of 
performance in the public interest, prohib- 
ited if it cannot.” 

The American economy is still in need of 
a positive principle for the direction of 
economic activity including competitive 
activity. J. B. Clark and Donald David 
seem to have progressed farther in this 
direction than have the members of the 
Committee. 

B. W. Dempsey, S. J. 
Saint Louis University 


Wuicu Ap Best?, by Carroll J. 
Swan. Printers’ Ink Bookshelf. (New 
York: Funk and Wagnalls Company, 
1951. Pp. 163. $7.50.) 

If you read Who-Dun-It’s, if you are a 
crossword puzzle addict, if you tune in the 
quiz shows—if you have any of these weak- 
nesses and, in addition, are an advertising 
man or a teacher of advertising, you will 
like this book. 

“Which Ad Pulled Best?” is a reproduc- 
tion of one hundred and thirty-nine adver- 
tisements which were run by their sponsors 
to test their pulling power. Here they are 
grouped to test the best headline (51 ads, 
1§ tests), best copy (29 ads, 13 tests), best 
illustration (17 ads, 8 tests), best layout 


(34 ads, 17 tests), and best space (8 ads, 4 
tests). Each test group is further refined: 
headlines into basic appeal, limiting factors, 
and reason-why; illustration into appeals and 
techniques; layout into location and domi- 
nance, method of presentation, editorial 
style, and comic strip and all-text. 

Following nine pages of explanatory ma- 
terial the remainder of the book comprises 
the fifty-seven tests. Each test is explained, 
e.g. (p. 14), “Which of these two advertise- 
ments, split-run in the Hartford Courant, 
sold more Legal Almanacs? Why? The only 
difference is in the headlines. One issues a 
warning directly to you. The other uses more 
words to localize the address to readers of 
this newspaper.” Actual results are cited and 
the editor’s deductions are reported. A score 
card is provided (pp. VII-IX) for your 
“guess” and you are cautioned not to 
read the “Result” before you record your 
choice. 

Of course I tried it. The result was not 
flattering. Although I missed all in one part, 
I got all right in two other parts. My over- 
all score was 65 per cent, which, according 
to Mr. Swan (p. 9), ranks me midway be- 
tween “a copy cub” and “a full-fledged ad- 
vertising man.” 

Almost anyone who takes up this book 
will be interested in checking his evaluation 
of ads against vox populi as expressed in 
purchases, inquiries, or returned coupons. 
Those vocationally concerned with adver- 
tising will be interested, in addition, in the 
testing techniques employed and the results 
obtained and will be curious about the prod- 
ucts and the advertisers. 

This volume is sub-titled “Printers’ Ink 
Fact-Test Report Number One.” As such it 
presents the accurate, detailed records kept 
by a variety of advertisers on various types 
of advertising research. The results of some 
of the tests may seem fantastic, but they are 
facts. They are not final, but they do show a 
trend or an indication of what consumer reac- 
tion will be. The important fact is that signif- 
icant business concerns are spending time, 
money, and talent to find out what can be 
found out ‘about |the%ieffectiveness of ads 
and are willing to share their findings with 
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all and sundry. This is advertising moving 
out of the realm of the soothsayer into that 
of the scientist. 

Henry A. Burp 
University of Washington 


Econometrics, By J. Tinbergen. (Phila- 
delphia: The Blakiston Company, 1951. 
Pp. 258. $4.50.) 

This is an important book for all who are 
interested in the measurement of relations 
among economic phenomena. We are under 
obligation to Professor Tinbergen of the 
Netherlands School of Economics in Rotter- 
dam for translating the technical language of 
recent journal articles to provide the non- 
mathematically trained reader with a good 
introduction to the rapidly growing new 


discipline of Econometrics. We are also in- 
debted to H. Rijken van Olst of the State 


_ University in Groningen for translating the 


book from Dutch into English and to Harold 
M. Somers of the University of Buffalo for 
assisting in the preparation of the manu- 
script for publication. 

The book is divided into four parts: I. 
The Relationship of Econometrics to Eco- 
nomics and Statistics, II. The Working 
Methods of Econometrics, III. Results of 
Econometric Research, IV. The Use of 
Econometric Research for the Purpose of 
Economic Policy; and three appendices on: 
A. The Use of Correlation Analysis in Eco- 
nomic Research, B. Statistical Evidence on 
the Acceleration Principle, and C. Long- 
term Foreign Trade Elasticities. 

Those concerned with scientific sales 
analysis and forecasting will be enriched by 
an intensive study of portions of this meaty 
book totaling about a hundred pages. This 
review is confined to these portions since 
others, particularly the treatment of business 
cycles and economic models, for which 
Professor Tinbergen is most famed in this 
country, will undoubtedly be covered in 
reviews in other journals. 

The first problem in scientific sales fore- 
casting is the selection of the explanatory 
determinants of sales and the nature of their 
relationship to sales. The first half of Chap- 
ter 2 relates to this problem. Unlike many 


economists, Professor Tinbergen eschews a 
number of generalizations about the rela- 
tive importance of demand determinants 
except the wise one that their relevancy must 
be decided by the investigator for each 
particular product. Like many economists, 
however, and disregarding his own rule, 
Professor Tinbergen oversimplifies the dis- 
tinction between factors that influence 
purchases and factors that govern quantities 
offered for sale. For example, he submits 
that there is no sense in including the prices 
of raw materials in a demand equation. He 
argues that such prices, which are sellers’ 
costs, are of interest only to sellers and 
insofar as they affect buyers they find ex- 
pression in the price of the product. In this 
real world, however, sellers’ costs often in- 
fluence directly the behavior of buyers. To 
give a raw material example, the expendi- 
tures of tobacco growers have been found 
to be closely correlated with the prices re- 
ceived for their tobacco. Their expenditures, 
which affect the quality of the tobacco are 
calculated to affect the quantities that will 
be purchased at any price. The most common 
kind of sellers’ expenditures that influences 
consumers’ behavior is, of course, selling 
costs. The problem of the investigator is to 
determine whether certain supply factors 
concurrently influence demand sufficiently 
to require that they be taken into account. 

With respect to the nature of the relation- 
ship among sales variables, Professor Tin- 
bergen advocates the assumption of a simple 
mathematical linear relationship. This com- 
mon practice of econometricians is justified 
on three grounds: (1) within a small range 
of variation nearly every mathematical func- 
tion can be approximated by a linear one, 
(2) empirical studies support the assumption 
of linearity, and (3) it is much easier for the 
statistician to handle linear than non-linear 
functions. Nevertheless this reviewer won- 
ders whether the relations among economic 
phenomena may be portrayed so simply. 
In a price-consumption relationship, for 
example, a linear functional relationship 
implies that a small price change will have 
the same effect on consumption whether the 
initial price is high or low. The fact that 
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practically all the demand studies which 
this reviewer has seen have assumed a linear 
relation cannot be construed to have verified 
the propriety of the assumption of linearity. 
Moreover, it is possible to avoid any a priori 
assumption of the mathematical form of a 
demand equation by using the method of 
graphical multiple correlation analysis de- 
veloped by Bean and Ezekiel.! The graphical 
method is not only faster, easier and more 
flexible than traditional statistical methods 
of regression analysis but also is probably 
just as useful for policy purposes when the 
crude character of most data is taken into 
account. 

The graphical method, by easily permit- 
ting curvilinear description of the relation- 
ship between variables yields a more com- 
plete explanation of the variations in de- 
mand. This argument does not, admittedly, 
deal with Professor Tinbergen’s first point— 
that within a small range of variation, the 
linearity assumption is reasonable. The 
crucial test of this point is whether some 
curvilinear functional relationship, in par- 
ticular cases, would yield significantly more 
accurate predictions than a linear function. 
This point cannot be settled by argument, 
however; it requires empirical investigation. 

Chapter 3 begins with a competent treat- 
ment of the problems in determining the 
components of time series and simple 
correlation. It is followed by an analysis 
of multiple correlation (further amplified 
in an appendix) which is “must” reading for 
all but widely-read statisticians. After ex- 
plaining the rationale of the traditional 
method of least-squares, the author takes up 
the vexing problem of inter-relationship of 
variables. This problem confronts the ana- 
lyst seeking to measure the impact on sales 
of a single variable. For example, the effect 
of price on sales when price is influenced by 
the amount of advertising and vice-versa. 


1 A good example is Giannini Foundation of Agricul- 
tural Economics, University of California, Preliminary 
Report, Factors that Affected the Annual Average Prices 
of Canned Clingstone Peaches, 1921-22 to 1929-30 
' (cited in McNair, M.P. and H. L. Hansen, Prodlems in 
Marketing. New York: McGraw-Hill Book Company, 
1949, Pp. 581-90). 


To determine the extent of interrelationship 
and to assist in the decision of which vari- 
ables to include in a demand equation, Frisch 
developed the method of using “bunch 
maps” in his “confluence analysis.” This 
method is briefly explained, but, regretfully, 
no reference is made to the apogee of its 
utilization by Stone and Prest.? 

Tinbergen’s summary of essentially an- 
other approach to the same problem—the 
method of simultaneous equations—devel- 
oped by Haavelmo and Koopmans is so 
terse as to be almost unilluminating to the 
uninitiated reader. Fortunately, however, 
for purposes of sales forecasting the problem 
of interrelationship of variables is of minor 
importance. This is because errors in the 
coefficients of a sales equation due to inter- 
correlation of variables will compensate 
each other and will not affect the estimated 
value for sales. For this reason the problem 
of sales forecasting, which means determin- 
ing the combined effect on sales of the 
various sales variables, is fundamentally 
simpler than predicting the effect of a 
change in any particular sales variable. 

Chapter 4 is devoted to the results of 
demand studies. Among the American 
studies he mentions those by Schultz, War- 
ren and Pearson, Black, Girschick and 
Haavelmo, Roos and von Szeliski.. The 
number of cited European studies is sur- 
prising. They include the demand for auto- 
mobiles by de Wolff; sugar by Weinreb; 
grapes and tomatoes by Ignatius and van 
Olst; cherries by Stuyvenberg; butter and 
margarine by Tinbergen and Wold; milk by 
Van den Briel, Smit, Frisch and Haavelmo, 
Wold; cheese by Van den Briel and Cohen; 
eggs by Wold; railway passenger and street- 
car transportation by Roy, Tinbergen and 
Verdoorn; wine and gas by Roy; tin by 
Schut; and liquor by Derksen and |/Van 
Lottum. 

While there have been more worthwhile 
American demand studies than those cited 


2 Stone, R., “The Analysis of Market Demand,” 
Fournal of the Royal Statistical Society, vol. 58, 1945, and 
Prest, A. R., “Some Experiments in Demand Analysis,” 
The Review of Economics and Statistics, vol. 31, February 
1949. 
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above, it is clear that at least in terms of 
relative number of published studies, there 
is much room for American progress. It is 
hoped that Professor Tinbergen’s excellent 
book may provide inspiration for readers to 
publish their attempts to analyze sales 
factors and to predict sales. 
Lincotn CLARK 

University of Tennessee 


SuccessruL Reraitinc, by Arthur Tre- 
main. (New York: Harper and Brothers, 
1951. Pp. 359. $4.95.) 

This volume, written by an experienced 
retailer, provides a first-class handbook for 
the small store owner or manager. The book 
is concise to the point that it is almost an 
outline of “do’s” and “don’ts” for retail 
operations and thus it is recommended as an 
excellent source book for busy retailers. 

Chapter headings are descriptive of their 
content and within each chapter are tables, 
check lists and outlines of suggested pro- 
cedures, all of which make for ready avail- 
ability and easy reading. Conversely, since 
nearly all of the problems of retailing are 
covered in a short 359 pages of text, some 
of the areas of store operations are discussed 
so briefly that the volume would probably 
not be acceptable as a text for a course in 
retail management and operation. 

Several chapters are deserving of special 
comment. Chapter III, Establishing a Retail 
Store, clearly points up the many problems 
involved in the opening of a new store and 
it includes a complete check-list of problems 
quoted from material published by the 
Distribution Department of the Bureau of 
Foreign and Domestic Commerce of the 
United States Department of Commerce. 
It might be added that the author draws 
rather heavily upon this same source in 
other areas of the book. 

The chapters on Retail Store Policies 
(Chapter IV), Personnel Relations (Chapter 
VI), Hiring, Training and Placing Personnel 
(Chapter VII), are worthy of special atten- 
tion. 

On the other hand, owing no doubt to 
the efforts of the author to keep the book 
small, the chapters on Methods of Retail 


Distribution (Chapter II), Advertising and 
Sales Promotion (Chapter X), Inventory 
Accounting and Control (Chapter XIII) 
are not given the attention that the im- 
portance of these areas deserve. It is feared 
that the problems of advertising and ac- 
counting control have been so simplified 
that a beginner might not be made aware of 
the great importance of these store opera- 
tions, or perhaps of the difficulties to be 
met in successfully handling advertising and 
accounting control. 

The final chapter of the book offers some 
very excellent suggestions for anyone who 
may be considering retailing through mail 
order. 

Successful Retailing is an excellent book 
to be placed upon the desk of a store manager 
for ready reference when confronted with 
immediate problems of policy determination 
or store operation. 

L. E. Horrman 
Drake University 


Wortp Resources AND InpustriEs, by 
Erich W. Zimmermann. (New York: 
Harper & Brothers, 1951. Pp. 832. $7.50.) 


This book is an explanation of the material 
basis of civilization, with emphasis on the 
interaction between that physical basis and 
the cultures of the world. 

Marketing people will have two types of 
interest in this revised edition of a well 
known book. (1) Many marketing men 
and women will find the analytical parts of 
the book fascinating and enlightening, and 
will find the descriptive portions useful for 
reference purposes. (2) Both employers of 
college graduates in marketing jobs and 
teachers of marketing subjects will be glad 
to have students study this book as a part 
of their foundation for the study of market- 
ing. This review is focused on these types of 
interest. 

Professor Zimmermann’s great accom- 
plishment in the book is his dramatic and 
forceful explanation of the concept that 
resources are (within the limits of nature, of 
course) created, altered, and destroyed by 
mankind. He gives a functional definition 
of resources. A resource is really the useful- 
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ness of a type of material and not merely 
the “neutral stuff” itself. “Resources are 
not, they Jecome; they are not static but 
expand and contract in response to human 
wants and actions.” (p. 15). To a single 
family in an immense forest, timber is not 
at all the same resource that the identical 
forest would be for a nation which has a 
high degree of business and industrial de- 
velopment and which can produce, distrib- 
ute, and use plywood and thousands of other 
timber products. The author, therefore, de- 
emphasizes the cataloging of “‘neutral stuff” 
and dwells at length on the technical, 
business, governmental, and other types of 
social developments which cause men to 
want, find, and use the “neutral stuff” and 
thus make it into resources. 

Marketing men will be glad to note the 
apparent recognition of the importance of 
enterprising, including marketing enter- 
prising. This recognition is implicit and clear 
in many of the examples, such as Brazilian 
rubber. But the author fails to provide any 
explicit statement of the role of marketing 
in the resource creating and using process. 
He does mention it casually in a footnote on 
page 139. 

In the reviewer’s judgment, Professor 
Zimmermann sometimes selects the bad 
effects of competitive business enterprise 
for spotlighting without sufficient mention 
of the progress which is being made (and 
which might be made with the right advice 
and education from economists and market- 
ing men) in improving the system of free 
enterprise. On the other hand, he points to 
favorable phases of governmental actions 
which affect resource utilization with inade- 
quate explicit recognition of the persistent 
difficulties in getting all governmental action 
in practice to serve the general rather than 
some special selfish interest. 

This reviewer is not qualified to pass 
judgment on the wealth of statistics regard- 
ing availability and use of resources or upon 
the summaries of technical processes and 
discoveries which make up a large portion 
of the volume. He can report that these are 
presented in a lucid, interesting, and con- 
vincing style. The pictorial illustrations are 


chosen to show the contrast in resource 
utilization in different cultures, and the 
explanatory lines generally interpret the 
pictures well. Economic theory is interest- 
ingly and appropriately presented, not as 
something to be learned for its own sake 
but as an essential aid in understanding how 
men develop resources and how resources 
should be used. 
Daviv W. 

The Ohio State University 


BRIEFLY NOTED 
By Cuartes J. Dirksen 


Activiry ANALYysIs oF PRopuCcTION AND 
AtLocaTion, by Tjalling C. Koopmans. 
(New York: John Wiley & Sons, Inc., 
1951. Pp. 404. $4.50.) 

The conference on which this volume 
reports and the research of all but one of the 
Cowles Commission staff members included 
in it, were carried out under a research 
contract with the Rand Corporation. 

Written by prominent economists, mathe- 
maticians, and administrators, this book 
deals with an important problem of the 
American economy—it relates how to fit 
together efficiently the many interdependent 
activities of a large and complex under- 
taking. Contributing the broad experience 
and knowledge of their particular fields, the 
authors treat this problem of economic 
theory and practice with modern mathe- 
matical tools. 

“Conceptual models” are constructed to 
express the range of technological possibili- 
ties. With the aid of these models, the 
authors discuss criteria and methods of 
efficient allocation of limited resources 
toward given ends. The mathematical theory 
of linear inequalities and convex sets is 
presented and developed as a tool for this 
analysis. 


Wuat Every Retairer SHoutp Know 
AsouTt THE Law, by J. Norman Lewis 
and R. Duffy Lewis. (New York: Fair- 
child Publications, Inc., 1951. Pp. 72. 
$2.50.) 


The laws that govern the business activi- 
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ties of retail establishments are analyzed 
and explained for the benefit of buyers and 
merchants. 

Written by an attorney and a department- 
store general merchandise manager, the 
language is clear, non-legal and under- 
standable to the average retailer who may 
not be thoroughly acquainted with his 
rights and obligations under the present law. 

The book has been divided into four 
separate categories. The first section ex- 
amines the laws that determine the retailer’s 
liability to his customers. His obligations and 
dealings with his employees are reviewed in 
the second part, while the third section dis- 
cusses the laws that determine his rights 
and liabilities in his dealings with merchan- 
dise sources. Finally, the authors analyze 
government laws and regulations as they 
pertain to retail business. Actual court cases 
have been cited to acquaint the reader with 
the leading decisions that the courts have 
made in situations which may be faced by 
retailers from time to time. The authors 
point out that the book is not intended to 
tell the reader the exact law or interpretation 
that will govern specific cases, but is in- 
tended mainly to familiarize the merchant 
with the legal pitfalls that he can avoid by 
knowing his rights and obligations in ad- 
vance. 


Pusiic RELATIONS AND AMERICAN Democ- 
racy, by J. A. R. Pimlott. (Princeton: 
Princeton University Press, 1951. Pp. 
265. $4.00.) 

The book is_an interesting treatment of 
public relations. It is based on what public 
relations people do, not upon what either 
they or their hostile critics say they do. 

The author seeks to learn what social 
purpose is served by public relations prac- 
titioners, and to test the claim that the 
“new profession” is expert not merely in 
interpreting policy but also in formulating it. 


Much of the book is devoted to a case 
study of the informational and propaganda 
activities of the federal government. 


Brier ror SALESMEN, by Harry Riemer. 
(New York: Fairchild Publication, Inc., 
1951. Pp. 50. $2.00.) 

The role of the salesman in American 
industry has been made the subject of this 
little book and is written as an aid to sales- 
men in all lines of business. 

The author describes the vital part a sales 
staff plays in building a successful organiza- 
tion, and establishes a method of conduct 
for salesmen as the “ambassadors of good 
will” for their firms and their products. 
Similarly, an employer’s responsibilities 
toward his sales staff are stressed so that, in 
effect, the book presents an informal code 
of ethics for management and “The Front 
Line of Industry”—the salesmen. 


Type Faces AND PropucrTion TECHNIQUES 
FOR CREATING EFFECTIVE ADVERTISE- 
MENTS. (Milwaukee: The Milwaukee 
Journal, 1950. Pp. 148. $1.50.) 


This book was designed to serve both as a 
textbook and a working tool for those en- 
gaged in the production and creation of 
advertising. Information pages are set in 
normal book style to facilitate the handling 
of the book. 

Types are listed by family groups as: 
Roman, Modern Roman, Cursive and Mis- 
cellaneous, Sans Serif, Reproduction Types. 
A Type Selector has been inserted separately 
in the book. This Selector aids in quickly 
measuring lines of typewritten copy and in 
securing the right balance of weight and 
tone which will be needed. 

While designed for advertisers unfamiliar 
with the technicalities of printing, it can 
serve as a refresher for more experienced 
advertising production workers. 
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IN MEMORIAM 


Robert N. King 


HREE years after the founding of the 

American Marketing Society, there 
was established the American Marketing 
Fournal as a quarterly publication of 
that professional organization. From its 
first issue in January, 1934, the business 
manager was Robert N. King of New 
York. When the American Marketing 
Society and the National Association of 
Marketing Teachers voted to combine 
into the present American Marketing 
Association, the National Marketing Re- 
view, publication of the Teachers Asso- 
ciation, was consolidated in 1936 with 
the American Marketing Fournal under 
its present title, THE JOURNAL OF MAR- 
KETING. 

The excellent work which Mr. King 
had done in the first three years of the 
American Marketing Fournal made it 
obvious that his services should be con- 
tinued as business manager of the new 
combined publication. The management 
and operations of such a publication pre- 
sented many problems. 

But Bob King did the impossible. 
Never did he hesitate to devote the time 
and energy needed to assist in the growth 
of the ourNAL. In spite of his many and 
important responsibilities as Director of 
Research of the advertising agency of 
Batten, Barton, Durstine and Osborne, 
Bob King carried on, as no one else 
could have done, with the development 
of the journaL through the succeeding 
years. 

His loyalty to the yourNAL and to the 
Association was great beyond measure. 
A quiet and gentle person, Bob King 


nevertheless fought firmly for those 
principles and procedures which he be- 
lieved to be right and for the best interest 
of THE JOURNAL OF MARKETING. In co- 
operation with the editorial directors, 
Bob King was one of the important 
factors in making the jourNAL the out- 
standing successful publication which it 
is today, with its great value to all of us 
in marketing. 

Perhaps Bob’s devotion to JouRNAL 
activities and to his own business respon- 
sibilities was greater than it should have 
been for his own good. For, some two 
years ago, illness overtook him. He never 
fully recovered and, early this year, be- 
gan to fail seriously. He had to give up 
his activities of every nature, and in 
March of 1951 submitted his resignation 
as business manager of THE JOURNAL OF 
MARKETING—the task which he so out- 
standingly performed for seventeen years. 
This resignation was accepted with re- 
gret by the directors of the AMA, and 
an appreciative letter of acknowledg- 
ment was sent to him signed by each 
member of the Executive Committee. 

At the mid-year conference in De- 
troit in June, 1951, special tribute was 
paid to Bob, who had passed away in 
May, and a scroll signed by all the 
officers and directors was sent to Mrs. 
King. 

Whatever is said here can but faintly 
express the sincere and deep apprecia- 
tion of the officers and directors and all 
members of the AMA for the devoted 
services of Bob King, and grief at the 
loss of such an outstanding associate. 


VG 
se 
da 
in 
1s 
S. 
4 
d 
5. 
n 
e 
t { 
1 
- 
2 
245 


A.M.A. Notes 


IRA D. ANDERSON 
Editor 


One of the most important steps in the 
Association’s history was taken at the meet- 
ing in Detroit last June. Here, the final steps 
completing the incorporation of our organi- 
zation were taken and we now are a non- 
profit corporation in the State of Illinois. 
The minutes of the two meetings making 
this possible are repeated below for your 
information. Only the changes necessary to 
reflect the new status were made in the 
By-Laws. Otherwise, they remain essentially 
the same in principle. 


MINUTES OF THE ORGANIZATIONAL 
MEETING OF THE AMERICAN 
MARKETING ASSOCIATION, INC. 


Detroit, Michigan—June 22, 1951 


A meeting of the American Marketing 
Association was held at the Statler Hotel 
in Detroit, Michigan at 3:00 p.m. Friday, 
June 22, 1951, for the purpose of organizing 
the American Marketing Association, Inc. 

The first order of business was the adop- 
tion of a set of By-Laws. Upon motion of 
Robert T. Browne, seconded by William 
C. Gordon, Jr., the following By-Laws were 
adopted: 


By-Laws 


Adopted June 22, 1951 by American 
Marketing Association, Inc. 


Preamble 


The American Marketing Association, 
formed by merging the American Marketing 
Society and the National Association of 
Marketing Teachers, began its existence on 
January 1, 1937. It operated as a non-profit, 
unincorporated association until June 22, 
1951, when its members voted to change it 
to a non-profit corporation, incorporated in 
the State of Illinois, operating under the 
same name—American Marketing Associa- 
tion, Inc. 
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The term “Marketing,” as it appears in 
the name of the Association and as used 
herein, is defined as follows: 

Marketing includes those business activi- 
ties involved in the flow of goods and services 
from production to consumption. 


Purposes 


The major purposes of the American Mar- 
keting Association are: 


1. To foster scientific study and research 
in the field of marketing. 

2. To develop sound thinking in market- 
ing theory and more exact knowledge 
and definition of marketing principles. 

3. To improve the methods and technique 
of marketing research. 

4. To contribute to the improvement of 
the teaching of marketing. 

5. To develop better public understanding 
and appreciation of marketing prob- 
lems. 

6. To study and discuss legislation and 
judicial decisions regarding marketing. 

7. To improve marketing personnel and 
study personnel problems. 

8. To record progress in marketing 
through the publication of a journal. 

9. To encourage and uphold sound, honest 
practices, and to keep marketing work 
on a high ethical plane. 


Membership 


Members, associate members, and sustain- 
ing members shall be accepted from those 
actively engaged or interested in teaching, 
developing or applying scientific methods 
of marketing. Each member shall have one 
vote. No associate member shall have the 
right to vote or to hold office. 

Each applicant for membership or associ- 
ate membership shall be nominated in 
writing by a member, with the written en- 
dorsement of one other member. The 
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nomination shall be accompanied by a 
summary of the candidate’s activities in 
marketing, and such other data as may be 
required by the Board of Directors and the 
Membership Committee as a basis for 
determining his eligibility. Applications for 
sustaining membership shall be in writing 
and shall contain such data as may be re- 
quired by the Board of Directors and the 
Membership Committee as a basis for de- 
termining their eligibility. 


Officers and Duties 


The President shall be the chief executive 
officer of the Association, performing all 
duties required by the By-Laws, or if not 
specified, approved by the Board of Direc- 
tors. 

The First, Second, and Third Vice-Presi- 
dents shall be assistants to the President 
carrying out such special duties as may be 
assigned by the President. One Vice-Presi- 
dent shall be a teacher and two shall be 
from the membership at large. If the First 
Vice-President is unable to serve, the 
Second Vice-President shall assume the 
duties of President. If the Second Vice- 
President is also unable to serve, the Third 
Vice-President shall assume the duties of 
President. 

The Secretary shall conduct correspond- 
ence with members and others, prepare the 
minutes and historical records of the Associa- 
tion, receive applications and encourage 
inquiries concerning membership, collect 
dues and keep records of the dues status of 
each member, see that all disbursements are 
properly approved, maintain contact with 
all activities of the Association, both national 
and sectional, supply information to the 
officers at all times, and perform other 
duties usual to the office of an organization 
secretary, under the executive guidance of 
the President and Directors. The Secretary 
shall conduct the routine of all elections, 
including balloting. 

The Treasurer shall receive dues and other 
moneys collected by the Secretary, deposit 
same in a bank approved by the Directors, 
invest funds as authorized by vote of the 
Directors, supervise disbursements and issue 
checks therefor countersigned by the Secre- 


tary or President, and serve as financial 
counsel to the Directors. Proper accounting 
records shall be kept by the Treasurer. He 
shall prepare reports of the financial condi- 
tion of the Association whenever required 
by the Directors or the President, and 
submit a financial report to the members at 
the Business meeting. 


Board of Directors — 


The President, Vice-Presidents, the Edi- 
tor-in-Chief of THE JOURNAL OF MARKETING 
and the retiring President shall be ex-officio 
members of the Board of Directors. The 
defeated candidate for President receiving 
the largest number of votes shall be declared 
a Director-at-Large and shall serve for a 
term of two years. 

Other Directors-at-Large, twelve in num- 
ber, shall be elected in the same manner as 
the national officers, except that six shall be 
elected each year. 


Executive Committee 


The Executive Committee shall - consist 
of the President, three Vice-Presidents, 
Treasurer, Secretary, and immediate Past 
President, and have jurisdiction over all 
questions of policy, subject to the approval 
of the Board of Directors. 

The Board of Directors shall meet subject 
to the call of the President or of any three 
directors. 

Tenure 


The officers of the Association, with the 
exception of the Directors-at-Large and the 
Editor-in-Chief of THE JOURNAL OF MARKET- 
1NG shall hold office for one year, beginning 
on July 1. The Directors-at-Large shall hold 
office for two years. The Editor-in-Chief of 
THE JOURNAL OF MARKETING Shall hold office 
for two years, beginning with an odd- 
numbered year. The President is not eligible 
for re-election for a second consecutive 
term. 


Election of Officers 


The Secretary shall mail to the members 
a ballot approved by the Board of Directors, 
for return not later than April 1. He shall 
then check each return against the member- 


ship list and turn over the checked ballots 
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to tellers appointed by the President for 
official count. The results of the ballot shall 
be announced promptly. The candidate re- 
ceiving the highest number of votes for each 
office shall be elected. In the event of the 
incapacity of any officer or director to serve, 
the President, subject to the approval of a 
majority of the Board of Directors, shall fill 
the vacancy by appointment. In the event 
of the incapacity of the Editor-in-Chief of 
THE JOURNAL OF MARKETING, the Managing 


Editor shall become Editor-in-Chief. 


By-Laws 


The Board of Directors may, by a three- 
quarter vote of its full membership, create 
whatever By-Laws are necessary for the 
successful operation of the Association. The 
By-Laws, as they are made and changed, 
shall be published in the official publication 
of the Association. By petition of 25 mem- 
bers, a By-Law shall be referred to the mem- 
bership by mail poll conducted by the Secre- 
tary. In such a poll, a majority of the votes 
cast shall be necessary for approval. 


Local Chapters 


Upon application of local groups consisting 
of not less than 15 members of the national 
body and giving evidence of capable leader- 
ship, and submitting a constitution and by- 
laws which provide that only members of 
the national body may hold chapter offices, 
the Board of Directors may, at its discretion, 
recognize Chapters of the Association. Such 
recognition may be withdrawn when these 
requirements are not maintained or fulfilled. 
The Chapter secretary shall submit a list 
of the chapter officers to the Association 
Secretary within 10 days after their election 
as well as any and all changes made in the 
chapter’s constitution and by-laws within 
10 days after the approval of such changes 
by the chapter. 


Amendments 


Amendments to these By-Laws may be 
presented at any time by a majority of the 
Board of Directors or by any 25 members. 
The Board of Directors may, at its discre- 
tion, submit such amendments to the mem- 
bership by a mail poll conducted by the 
Secretary, in which case a majority of the 


ballots cast shall be required for adoption. 
If the Board of Directors does not choose to 
conduct a mail pool, the suggested amend- 
ment shall be submitted at the three next 
ensuing business meetings, in which case a 
two-thirds vote at each meeting shall be 
required for adoption. 


Official Publication 


The American Marketing Association 
shall publish a quarterly periodical entitled 
THE JOURNAL OF MARKETING, which shall be 
the official organ of the Association. 


Responsibility for the Official Publication 


Responsibility for preparing, publishing, 
and distributing THE JOURNAL OF MARKETING 
shall be vested in a JourNAL Committee, 
consisting of three members. 

The Editor-in-Chief of THE JOURNAL OF 
MARKETING, an officer elected by the mem- 
bers in alternate years for two-year terms, 
shall serve as the Chairman of the JourNnAL 
Committee. His responsibility shall begin 
with the July issue in the year of his election. 
Prior to July 1 he shall be known as Editor- 
in-Chief Elect. 

The Managing Editor shall be appointed 
January 1 by the President, upon recom- 
mendation of the Editor-in-Chief and ap- 
proval of the Board of Directors, for a one- 
year term beginning with the July issue of 
that year. 

The Business Manager shall be appointed 
by the President, subject to the approval 
of the Board of Directors, for a one-year 
term beginning with responsibility for the 
July issue each year. 

The Editor-in-Chief and the Managing 
Editor shall be responsible for the format and 
editorial contents of THE JOURNAL OF 
MARKETING and shall appoint to assist them 
an Editorial Board of whatever scope they 
may deem desirable, consisting of members 
ne the Association who will contribute active 

p. 

The Business Manager shall conduct the 
business affairs of THE JOURNAL OF MARKET- 
ING, place printing contracts, negotiate sub- 
scriptions and advertising, collect, disburse 
and keep separate account of all money 
matters incidental to the preparation and 
distribution of THE JOURNAL OF MARKETING. 
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The Business Manager shall report to the 
Treasurer twice a year and his books shall 
be audited by the Treasurer once a year. 


Subscriptions to the Official Publication 


All members of the American Marketing 
Association shall receive THE JOURNAL OF 
MARKETING. It is understood that $2.00 of 
their dues shall be regarded as payment for 
a subscription to the publication. To others 
in the United States, the subscription price 
shall be $4.00 per year; to foreign sub- 
scribers the price shall be $5.00. 


Dues 


Dues for all members shall be $10.00 per 
year, payable on July 1. 

To encourage participation and develop- 
ment of new members, an associate member- 
ship shall be available at $5.00 annual dues. 
Associate members will not be allowed 
voting privilege or be eligible for electoral 
offices, and will be limited to three years of 
such grade of membership, after which they 
shall either resign or apply for regular, full 
membership status, with assessment of dues 
accordingly. 

Members and associate members joining 
during the period January 1 through June 
30 shall pay one-half the annual dues. 

Dues of sustaining members shall be 
$100.00 per year, payable upon acceptance 
of application and on each anniversary date 
thereafter so long as the membership is 
continued. The Board of Directors may 
accept a sum greater than $100.00 from any 
sustaining member desiring to make a larger 
contribution to the advancement of science 
in marketing. 


Resignation and Dropping 
Any member, associate member, or sus- 
taining member who may become four 
months in arrears in dues shall be dropped 
from the membership roll provided he has 
been informed of his indebtedness by mail 


-notice to his last address of record 30 days 
before his name is dropped. 


Local Chapter Expenses 


These shall be financed by such annual 
dues as the Local Chapter sees fit to collect 
from its members subject to the approval 
of the Board of Directors. 


Membership in a Local Chapter 
Is optional with members. 


Annual Meetings 


Since membership is widely distributed 
over the country, the Association will hold 
two meetings per year. These meetings will 
be distributed geographically. One meeting 
shall be held when possible, in conjunction 
with the Allied Social Science Group. When 
this is done, the mid-year meeting shall be 
held in a different place. Both meetings shall 
be regarded as official for the transaction of 
business. 

Committees 


The President, subject to the approval of 
the Executive Committee, shall appoint as 
early in the administrative year as may be 
expedient, a Nominating Committee, a 
Membership Committee, an Audit Commit- 
tee, A Teaching of Marketing Committee, 
and such other committees as the By-Laws 
may require or the President, subject to the 
approval of the Executive Committee, may 
consider desirable to promote the welfare of 
the Association. 

The Nominating Committee shall make 
recommendations of candidates for officers 
and directors for the following year. In 
doing so, they shall give consideration to all 
proposals and petitions that may be sub- 
mitted by members on behalf of candidates. 
They shall give consideration to the geo- 
graphical distribution of the membership. 
They shall regard as mandatory a petition 
signed by 25 or more members. On or before 
February 1, the Nominating Committee 
shall prepare a ballot containing the names 
of two candidates for each elective office, 
with the exception of the offices of Secretary, 
Treasurer, and Editor-in-Chief of THE 
JOURNAL OF MARKETING, in which cases the 
committee may, if it desires, nominate only 
one candidate. Nominations for the offices of 
Editor-in-Chief of THE JOURNAL OF MARKET- 
1nG, will be made only in alternate years, 
beginning with the election held in 1938. 

In case a candidate proposed for an elec- 
tive office is sponsored by a petition signed 
by 25 or more members, his name shall be 
added to the two names of candidates pro- 
posed by the committee, as provided by the 
foregoing paragraph, and the Board of 
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Directors, in such a case, shall make pro- 
vision for preferential voting. 

If no report is received from the Nominat- 
ing Committee by February 1, the Board 
of Directors shall undertake, giving due 
consideration to the material collected by 
the committee, to formulate a satisfactory 
slate of candidates in adequate time to 
conduct the election. 

The Membership Committee shall con- 
sider and rule upon the eligibility of all 
applicants for membership. 

The Audit Committee shall audit the 
accounts of the Treasurer. 

The Teaching of Marketing Committee 
shall, among other things, select and prepare 
for the use of education institutions such 
material as they consider helpful in the 
teaching of marketing. 

The second order of business was the 
acceptance of members by the new corpora- 
tion with the adoption of the following 
resolution which was moved by W. W. 
Heusner and seconded by Donald E. West: 

Resolved, That all of the members of the 
American Marketing Association may be- 
come members of the American Marketing 
Association, Inc., without individual applica- 
tion. 

The next order of business was the election 
of officers and directors to serve until June 
30, 1952 with the adoption of the following 
resolution which was proposed by William 
C. Gordon, Jr., and seconded by Harvey W. 
Huegy. 

Resolved, That the officers and directors 
elected by the American Marketing Associa- 
tion namely: 


President: George H. Brown 

Vice President: (Professional Activities) 
Robert J. Eggert 

Vice President: (Operating Policies) 
Thomas G. MacGowan 

Vice President: (Academic Activities) 
Reavis Cox 

Secretary: Ira D. Anderson 

Treasurer: Donald E. West 

Editor-in-Chief, JouRNAL OF MARKETING: 
E. R. Hawkins 

Immediate Past Pres. Director: Everett R. 
Smith 

Directors: Harold P. Alspaugh, Robert T. 
Browne, Delbert J. Duncan, William W. 


Heusner, Hugh H. MacMillan, Richard 
H. Moulton, Charles W. Smith, Dean 
Prather, B. F. Lynip, Jr., Henry G. 
Baker, Hugh G. Wales, Wilford White 


be elected to serve as American Marketing 
Association, Inc. officers and directors until 
June 30, 1952. 

After these resolutions were adopted, the 
organizational meeting was adjourned. 


MINUTES OF THE AMERICAN MAR- 
KETING ASSOCIATION FINAL 
MEMBERSHIP MEETING 


Detroit—June 22, 1951 


A final meeting of the members of the 
American Marketing Association (unin- 
corporated) was held at the Statler Hotel, 
on Friday, June 22, 1951. 

The first order of business was the adop- 
tion of a resolution to transfer the assets of 
the American Marketing Association (unin- 
corporated) to the American Marketing 
Association, Inc. The resolution which fol- 
lows was proposed by Donald E. West and 
seconded by Wilford White, and approved 
by the members without a dissenting vote: 

Resolved that all assets of the American 
Marketing Association of all kinds including 
cash, bonds, equipment, etc., be transferred 
to the American Marketing Association, Inc. 

The second order of business was the 
adoption of a resolution empowering the 
officers and directors of the American 
Marketing Association to take whatever 
steps are necessary to effectuate the transfer 
of the assets to the American Marketing 
Association, Inc. In this connection the 
following resolution was proposed by Lyman 
Hill and seconded by Albert W. Hubbard 
and adopted without opposition: Resolved 
that the officers and directors namely: 


President: George H. Brown 

Vice President: (Prof. Activities) Robert 
J. Eggert 

Vice President: (Operating Policies) 
Thomas G. MacGowan 

Vice President: (Academic Appointments) 
Reavis Cox 

Secretary: Ira D. Anderson 

Treasurer: Donald E. West 

Editor-in-Chief, JouRNAL OF MARKETING, 


E. R. Hawkins 
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Immediate Past Pres. Director: Everett R. 
Smith 

Directors: Harold P. Alspaugh, Robert T. 
Browne, Delbert J. Duncan, William 
W. Heusner, Hugh H. MacMillan, 
Richard H. Moulton, Charles W. Smith, 
Dean Prather, B. F. Lynip, Jr., Henry 
G. Baker, Hugh G. Wales, Wilford 
White 


be empowered to take whatever steps are 
necessary to effectuate the transfer of assets 
to the American Marketing Association, 
Inc. 

The next order of business was the adop- 
tion of a resolution which dissolved the 
American Marketing Association (unin- 
corporated). This action, in the form of the 
following resolution was proposed by George 
H. Brown, seconded by William J. Shine, 
and passed without opposition: 

Resolved that upon acceptance and ap- 
proval of the foregoing resolutions by the 
membership, the American Marketing As- 
sociation shall be dissolved, and activities 
shall continue as the American Marketing 
Association, Inc. 

Upon completion of this business the final 
meeting of the American Marketing Associa- 
tion was adjourned. 


1951 MID-YEAR CONFERENCE 
HELD IN DETROIT 


There were about 300 members attending 
the Association’s 28th Bi-Annual Conference 
at Detroit. The Detroit Chapter gave them 
a warm welcome and the program, which 
appears below, was enjoyed by all. 


Detroit Conference Program 
Wednesday, June 20—Luncheon Meeting 


MarkKETING TomorROW 
Chairman: Hugh H. MacMillan, Director of Re- 
search, Detroit Free Press 
Greetings from Mayor Albert E. Cobo 
Speaker—Thomas G. MacGowan, Manager of Mar- 
keting Research Department, Firestone Tire and 
Rubber Company, Akron, Ohio 


Afternoon Session 


InpusTRIAL Goops 
Speaker—Ray R. Eppert, Executive Vice-President, 
Burroughs Adding Machine Company, Detroit, 
Michigan and President, Office Equipment Manu- 
facturers Institute 
ConsumMER Goops 
Speaker—Lewis B. Sappington, Vice-President— 


Merchandising and Publicity, The J. L. Hudson 
Company, Detroit, Michigan 
A Marketinc Researcu ProcraM For Future NeeDs 
Speaker—Edward R. Hawkins, Dean, School of 
Business, Johns Hopkins University, Baltimore, 
Md. 


Thursday, June 21—Morning Concurrent Sessions 


Group I—Government Controits Arrectinc Mar- 
KETING ACTIVITIES 
Chairman: D. M. Phelps, Professor of Marketing, 
University of Michigan 
Case 1—Marketing Significance of Recent Anti- 
Trust Decisions 
Speaker—William F. Brown, Professor of Marketing, 
University of California at Los Angeles. 
Case 2—Emergency Pricing and Rationing Controls 
Speaker—Gardner Ackley, Professor of Economics, 
University of Michigan and Assistant Director, 
Economic Policy, Office of Price Stabilization, 
Washington, D. C. 
Case 3—Price Control in a Less Than-All-Out-War 
Situation 
Speaker—Charles F. Phillips, President, Bates Col- 
lege and former Deputy Administrator, Office of 
Price Administration 
Group Il—Tue Piace or Apvertisinc 1n A New 
Concept oF MARKETING 

Chairman: Edward E. Rothman, Vice-President and 
General Manager, Campbell-Ewald Company, 
Detroit, Michigan 

Case 1—Functions and Methods 

Speaker—John L. McQuigg, Vice-President, Geyer, 
Newell and Ganger, Inc., Detroit, Michigan 

Case 2-—Research Techniques in Advertising “What 
You Don’t Know Can Hurt You” 

Speaker—H. K. Jones, Vice-President and Director of 
Research, Brooke, Smith, French and Dorrance, 
Inc., Detroit, Michigan 

Case 3—Impact Measurement 

Speaker—Walter B. Booth, Account Executive, 
Campbell-Ewald Company, Detroit, Michigan 


Afternoon Concurrent Sessions— 


Group I—Funpamentat Dirrerences Between In- 
DUSTRIAL AND ConsuMER MARKETING 
Chairman: Francis Juraschek, Manager, Commercial 
Research Division, Carnegie-Illinois Steel Corp., 
Pittsburgh, Pa. 
Case 1—Industrial Research 
Speaker—Frank Waldo, Columbia Chemical Divi- 
sion Pittsburgh Plate Glass Co., Pittsburgh, Pa. 
Case 2—Consumer Research 
Speaker—Harold P. Alspaugh, Director—Market Re- 
search, H. J. Heinz, Pittsburgh, Pa. 
Case 3—A Dual Viewpoint 
Speaker—C. E. Skinner, Manager, Commercial Re- 
search, Gulf Oil Corp., Pittsburgh, Pa. 
Case 4—Co-Ordination in Teaching 
Speaker—Arend E. Boer, Professor of Marketing, 
University of Pittsburgh 
Group II—Teacuers Session 
Tue Prospects ror MARKETING TEACHERS, 1952 


Chairman: Edgar H. Gault, University of Michigan 


Case 1—A Survey of Collegiate Schools of Business 
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liao D. McGarry, University of Buf- 

alo 

Case 2—Curriculum Adjustments and Staff Require- 
ments 

Speaker—James R. Hawkinson, Northwestern Uni- 
versity 

Case 3—Extension Work 

Speaker—Harvey W. Huegy, University of Illinois 

Case 4—Consulting Work 

Speaker—Kenneth Lawyer, Western Reserve Uni- 
versity 

Case 5—lInstitutional Research Projects 

Speaker—Kenneth E. Wilson, Michigan State Col- 
lege 


Dinner Meeting 


Chairman: Edwin O. George, President, Michigan 
Chapter, American Marketing Association 

MONEY, DEFENSE, INFLATION—WHAT’S AHEAD 

Speaker—John K. Langum, Indiana University, 
formerly Vice-President, Federal Reserve Bank, 
Chicago, Illinois 

Friday, June 22—Morning Session 


Circies or INFORMATION 


These experts were at tables to discuss problems in- 


formally: 


Chairman: Edward N. Tisdale, Director of Research, 
Ross Roy, Inc., Detroit, Mich. 

Circle 1—Locating Markets, sales territories, dis- 
tributive and retail outlets. Forecasting sales poten- 
tials and establishing quotas. 

Harold P. Alspaugh, H. J. Heinz Co. 

Donald R. G. Cowan, University of Michigan 

William C. Flaherty, Chrysler Corporation 

Thomas G. MacGowan, Firestone Tire & Rubber Co. 

Circle 2—Analysis of Distribution Costs, advertising 
and sales promotion and performance costs. 

Ray C. Ayer, Chrysler Corp. (Dodge Div.) 

Gregory V. Drumm, Gibson Refrigerator Co. 

William R. Keir, Libby, McNeil and Libby 

Alexander F, Smith, A. O. Smith Corp. 

Circle 3—Newspapers—a source for marketing infor- 
mation. (Covering store inventories, etc.) 

Harold G. Garrett, New York News 

Harry H. Gould, This Week 

John J. McCasey, The Detroit News 

Newell G. Meyer, Milwaukee Journal 

Aubrey H. Wright, Parade 

Circle 4—Magazines—a source for marketing infor- 
mation. (Covering national product studies) 

Donald M. Hobart, Curtis Publishing Co. 

Elliot Odell, Farm Journal 

Raymond A. Robinson, Crowell-Collier Pub. Co. 

John C. Spurr, McGraw-Hill Publishing Co. 

Circle s—Radio & TV—a source for marketing infor- 
mation. (Covering stations and networks) 

Robert L. Anderson, ABC 

Warren Middleton, Prairie Farmer, WLS 

Donald L. Miller, Crosley 

Edward Shurick, Columbia Broadcasting Co. 

Circle 6—Consumer Panels—a source for marketing 
information. (Covering organization, control) 

Peter G. Peterson, Market Facts, Inc. 

Gordon A. Hughes, General Mills, Inc. 


Charles M. Dooley, Owens-Illinois Glass Company 

Howard A. Trumbull, National Family Opinion 

Circle 7—Government sources for marketing infor. 
mation. 

William T. Hunt, U. S. Dept. of Commerce 

Philip M. Faucett, Federal Reserve Bank 

Adolph Berger, Bureau of Labor Statistics 

Paul M. Reid, Detroit Regional Planning Commis- 
sion, 

Circle 8—Measuring advertising effectiveness—in 
newspapers and magazines 

Donald B. Armstrong, Jr., McCann-Erickson, Inc. 

Vincent Bergman, Trundle Engineering Co. 

Harold F. Featherstone, Campbell-Ewald Co. 

Howard A. Stone, Daniel Starch and Staff 

Circle 9—Measuring advertising effectiveness—on 
radio and television 

Thomas Coffin, NBC 

Sydney Roslow, The Pulse 

E. E. Sundquist, Nielson Co. 

G. Maxwell Ule, Kenyon and Eckhardt, Inc. 

Circle 10—Measuring advertising effectiveness—on 
outdoor billboards 

Marion Harper, Marion Harper Associates 

Chester P. Kochanski, Walker & Co. 

Arnold Pegler, New Era Potato Chips 

Victor H. Pelz, Traffic Audit Bureau 

Circle 11—New Product Testing. 

Ross M. Cunningham, M.L.T. 

Robert F. Elrick, Booz, Allen & Hamilton 

G. H. England, Ford Motor Co. 

Richard W. Oudersluys, Market-Opinion Research 

Circle 12—Survey Problems—defining the problem, 
selecting the sample and determining method. 

Arnold J. King, National Analysts, Inc. 

Leslie Kish, Survey Research Center, University of 
Michigan 

Spencer A, Larsen, Wayne University 

Wm. R. Parker, Ketchum, MacLeod & Grove 

Circle 13—Survey Problems—Questionnaire con- 
struction and pre-testing, recruiting, training. 

Donald J. Gould, Gould, Gleiss & Benn 

Helen M. White, Glenn-White 

Kenneth Wilson, Michigan State College 

Roland S. Withers, General Motors Corp. 

Circle 14—Survey Problems—coding, tabulating, in- 
terpreting findings, and presenting findings. 

Bay E. Estes, Jr., U. S. Steel Corp. 

Paul E. Jackson, Ford Motor Co. 

Albert Moellmann, The Detroit News 

Franklin P. Ryder, B. F. Goodrich Co. 

Circle 15—Special Marketing Problems—in the in- 
dustrial field 

Parker Frisselle, Dow Chemical Co. 

Francis Juraschek, Carnegie-Illinois Steel Corp. 

Charles F. Sanborn, Wyandotte Chemical Co. 

Frank Waldo, Southern Alkali Corp. 

—— Marketing Problems—in the retail 

Byron Jay, A. & P. Food Stores 

Harrie F. Lewis, Kaufman’s 

Robert C, W. Sadler, J. L. Hudson Co, 

Richard F. Spears, Stop & Shop, Inc. 

Circle 17—Special Marketing Problems—in the teach- 
ing field. 

Vance Chamberlin, Fenn College 
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E. Howard Gault, University of Michigan 
Albert Haring, Indiana University 
Wendell R. Smith, University of Iowa 


Luncheon Meeting 


Chairman: Everett R. Smith, Immediate Past Presi- 
dent-Director, American Marketing Association 
Tue OuTLook ror MarkeTInc Tomorrow 
Speaker—Arno H. Johnson, Vice-President and Di- 
rector of Media and Research, J. Walter Thompson 
Company, New York, N. Y. 


Business Meeting—(2.00 P.M.) 


The Association welcomes the following 
new members who were accepted during the 
period from May 1, 1951 through July 31, 
1951. 


Aberle, John Wayne 
RD Saratoga Vista Ave., Saratoga, Calif. 
Alapas, Peter G. 
Community Chest of Greater Toronto, 100 Adelaide 
St., West, Toronto, Canada 
Andres, Charles M. 
5559 University Ave., Chicago 37, Ill. 
Angle, George M. 
2 Granger Place, Rochester 7, N. Y. 
Applebaum, Wm. S. 
School of Pharmacy, Univ. of Wis., Madison 6, Wis. 
Atter, Edward J. 
Atter’s Super Market, 212 West St., Gardner, Mass. 
Avrutis, Hilliard 
Chambre Adv. Agency, Inc., 7123 Biscayne Blvd., 
Miami, Fla. 
Batts, Arthur A. Jr. 
The Carborundum Co., Niagara Falls, N. Y. 
Beach, Josephine M. 
Ralf Shockey & Assoc., 350 Fifth Ave., New York 1, 
N. Y. 
Becker, Julian P. 
Brown Co., 150 Causeway St., Boston 14, Mass. 
Belden, Joe 
Joe Belden & Assoc., 2074 W. Sixth St., Austin 1, 
Texas 
Bent, Wilson H. - 
Swift & Co., Union Stock Yards, Chicago, Ill. 
Berliner, Wm. Michael 
2 Marshall St., Greenwich, Conn. 
Blotzer, Paul 
The Westinghouse Air Brake Co., Wilmerding, Pa. 
Bohner, Warren L. 
Trackson Co., 3333 S. Chase Ave., Milwaukee 7, Wis. 
Bowman, F. F. Jr. 
Sprague, Bowman Assoc., 413 Power & Light Bldg., 
Madison 3, Wis. 
Brumber, Philip G. 
Blackhawk Mfg. Co., 5325 W. Rogers St., Milwaukee, 
Wis. 
Bryson, Winfred O. Jr. 
2416 Montebello Terrace, Baltimore 14, Md. 
Buechele, G. M. 
Mine Safety Appliances Co., 201 N. Braddock Ave., 
Pittsburgh 8, Pa. 


Cabrera, Gilberto R. 
207 S. Glenwood Ave., Peoria, Ill. 
Cady, Edward 
U.S. S. Titania KA 13, c/o Fleet P. O. San Francisco, 
Calif. 
Calbert, John E. 
13 Melrose Manor, Elkhart, Indiana 
Chamberlin, Dean 
Time, Inc., 9 Rockefeller Plaza, New York 20, N. Y. 
Chapin, Bernard L. 

Vice-President in Charge of Sales and Operations, 
New England-Carbide Tool Co. 60 Brookline St., 
Cambridge 39, Mass. 

Clarke, George T. 

New York University, School of Commerce, Accts. & 

Finance, Washington Square 3, New York, N. Y. 
Cockrel, Orvel H. 

Watt Publishing Co., Sandstone Bidg., Mt. Morris, 
I. 

Conover, John R. 

Public Service Elec. & Gas. Co., 80 Park Place, New- 
ark 1, N. J. 

Cooklin, Kathleen 

Time, Inc., 9 Rockefeller Plaza, New York 20, N. Y 
Coyne, John V. 

Regis College, soth & Lowell, Denver 11, Colo. 
Cowing, Roy T. 

Monsanto Chemical Co., Everett Station, Boston 
49, Mass. 

Cowley, James R. 
Time, Inc., Life Magazine, 9 Rockefeller Plaza, New 
York 20, N. Y. 
Crawford, James M. 
1252 Lexington Ave., New York 28, N. Y. 
Criswell, Ben N. 
National Brands, Inc., Box 6188, Sta. B. Miami 36, 
Florida 

Cully, J. W. 

Weather-Seal, Inc., 24 Houston St., Barberton, Ohio 
Cummins, Robert T. 

1644 Chilton St., Baltimore 18, Md. 
Dalbey, Homer M. 

1005 S. Locust St., Champaign, Ill. 
Davenport, John Hobson 

2109 N. Kenilworth St., Arlington, Va. 
Davis, Wm. Carlton 

General Electric Co., 5 Lawrence St., Bloomfield, 

N. J. 

Di Giuseppe, Ezio 

3844 N. Sixth St., Philadelphia 40, Pa. 
Edgell, Albion 

567 Fifth Ave., River Edge, N. J. 
Everal, Ralph W. 

3330 Elland Ave., Cincinnati 29, Ohio 
Ewing, Wm. D. 

24 Pinedale Ave., Delmar, N. Y. 
Ginn, Walter S. 

Prudential Insurance Co. of America, 130 Biscayne 
Blvd., Miami 32, Fla. 

Feverstein, Arnold 

Manny’s Shoes, 133 Rivington St., New York, 2, 

N. Y. 
Fletcher, F. L. 

Alderson & Sessions, 1401 Walnut St., Philadelphia 2, 

Pa. 
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Flynn, Warren G. 
J. Walter Thompson Co., 420 Lexington Ave., New 
York 17, N. Y. 
Freeman, Howard E. 
1860 Billingsley Terrace, New York, 53, N. Y. 
Gaudion, Richard H. 
Delco Appliance Div., GMC, 391 Layell Ave., 
Rochester, N. Y. 
Gilmore, Virginia Burke 
Midwest Certified Surveys, 916 Terminal Sales Bldg., 
Seattle 1, Wash. 
Ginsburg, Alan Gray 
1414 East 12th St., Brooklyn jo, N. Y. 
Giove, Frank 
Dictaphone Corp., 420 Lexington Ave., New York 17, 
N. Y. 
Goerke, Donald E. 
Economic Research Agency, 114 N. Carroll St., 
Madison 3, Wis. 
Gordon, Jules H. 
6052 S. Dorchester Ave., Chicago 37, Ill. 
Gorham, Mack C. 
Esquire, Inc., 488 Madison Ave., New York, N. Y. 
Grabhorn, Merwyn B. 
Nat'l. Assn. of Radio & TV Station Rep., 101 Park 
Ave., New York, N. Y. 
Granger, Charles H. 
Turck, Hill & Co., 10 Rockefeller Plaza, New York 
20, N. Y. 
Green, Hugh 
143 Hurd St., Mine Hill, Dover, N. J. 
Hadley, Howard D. 
Daniel Starch & Staff, 420 Lexington Ave., New York 
17, N. Y. 
Hampel, Louis F. 
United Air Lines, Inc., 5959 S. Cicero Ave., Chicago 
38, Ill. 
Hanes, John W. 
Visible Records for Organizations, P. O. Box 543, 
(722 Cliff Drive), Jefferson City, Mo. 
Harwood, Kenneth 
620 Crescent Ridge Rd., Tuscaloosa, Ala. 
Haskins, Wm. C., 
Simonds Saw & Steel Co., 1350 Columbia Rd., S. 
Boston 27, Mass. 
Hausheer, Frank A. 
8 W. Gilman St., Madison 2, Wis. 
Heinocke, Allen F. 
W. S. Hill Co., 1700 Avvatt Bldg., Pittsburgh 22, Pa. 
Heller, Norman 
1120 Brighton Beach Ave., Brooklyn 35, N. Y. 
Hummell, Charles S. 
238 S. Broadway, New Philadelphia, Ohio 
Hunter, Conrad 
Turck, Hill & Co., 10 Rockefeller Plaza, New York 
20, N. Y. 
Jack, Charles Harold Jr. 
102 Hillside Ave., Nutley, N. J. 
Johnson, Hugo C. Jr. 
United State Steel Co., 525 Wm. Penn PI., Pittsburgh 
30, Pa. 
Jones, James Richard 
Texas Electric Service Co., P. O. Box 970 Ft. Worth 
1, Texas 
Kautz, Michael J. 
2600 Berwyn Ave., Chicago 25, Ill. 


Keller, Frederick J. 
248 Connolly St., W. Lafayette, Ind. 
Kenney, Joseph P. 
Nordberg Mfg. Co., Milwaukee, Wis. 
Ketner, Wayne M. 
Owens-Corning Fiberglas Corp., Nicholas Bldg., 
Toledo 1, Ohio 
Klein, Robert 
3919 Eileen Dr., Cincinnati 9, Ohio 
Klug, Kenneth W. 
University of Chicago, 1009 E. 57th St., Chicago, Ill. 
Kopia, Kenneth B. 
Hoffman Beverages, 400 Grove St., Neward 6, N. J. 
Kobren, Sidney 
642 Watkins St., Brooklyn 12, N. Y. 
Kozumplik, Frank Joseph Jr. - 
15295 Allen Rd., Milan, Mich. 
Kutler, Gordon E. 
3038 Kensington Ave., Philadelphia 34, Pa. 
Kutzleb, Robert 
The Cincinnati Post, Post Square & Elm St., Cin 
cinnati 2, Ohio 
Larson, Franklin J. 
143-29 Oak Ave., Flushing, N. Y. 
Levine, Irving L. 
111 Homestead St., Roxbury, Mass. 
Lieberman, Nisson Michael 
Charles L. Rumrill & Co., Inc., 339 East Ave., Roch- 
ester 4, N. Y. 
Littlefield, Walter A. 
Brown Co., 150 Causeway St., Boston, Mass. 
Loftus, Helen 
Eli Lilly & Co., P. O. Box 618, Indianapolis 6, Ind. 
McCarthy, Richard H. 
25 Mereland Rd., New Rochelle, N. Y. 
McDonald, Wm. E. 
Atherton & Currier, Inc., 100 Adelaide St. West, 
Toronto, Canada 
McKean, Joseph S. 
Royal Typewriter Co., 511 N. Broad St., Philadelphia, 
Pa. 
Manasse, Claus G. 
110 Rose Hill Ave., New Rochelle, N. Y. 
Marriott, Catherine M. 
George Moll Advertising, Inc., Allegheny and Ken- 
sington Aves., Philadelphia 34, Pa. 
Maynard, Neil A. 
Westinghouse Electric Corp., 10 High St., Boston 10, 
Mass. 
Meehan, Frank 
315 Navarre, Coral Gables, Fla. 
Meggelin, Mrs. Marilyn R. 
844 North Parkside, Chicago 51, Ill. 
Meisenbach, R. 
J. B. Beaird Co., Inc., P.O. Box 1115, Shreveport, La. 
Meyers, Charles S. 
1777 NE 2nd Ave., Miami, 36, Fla. 
Miller, Franklin A. 
111 S. Harrison St., East Orange, N. J. 
Miller, Milton M. 
Tip Top Tailors, Ltd., 51-55 Lakeshore Blvd. Toronto, 
Ontario, Canada 
Millican, Richard D. 
University of Illinois, School of Journalism, Urbana, 
Ill. 
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Morgan, James E. Sandberg, Lars J. 
Indianapolis Newspaper, Inc., 307 N. Pennsylvania Rogers, Slade & Hill, 342 Madison Ave., New York 
St., Indianapolis 4, Ind. 17. N. Y. 
Morgan, Joseph L. Schwarz, Philip O. 


The General Fireproofing Co., Youngstown 1, Ohio 
Mulcahy, John Joseph Jr. 
528 Weld St., West Roxbury 32, Mass. 
Murphy, Thomas M. 
Cleveland Plain Dealer, Cleveland, Ohio 
Murray, Ian 
The British American Oil Co., Ltd., 800 Bay St., 
Toronto, Ontario, Canada 
Musser, Jane I. 
Frank & Seder, 5th & Smithfield Sts., Pittsburgh 22, 
Pa. 
Myers, Samuel L. 
2219 Windsor Ave., Baltimore 16, Md. 
Neuman de Vegvar, Charles H. 
838 Thorn St., Sewickley, Pa. 
Newsome, Ellis H 
School of Journalism, State University of Iowa, 
N-104 East Hall, Iowa City, lowa 
Oldenhoff, Arthur E. 
3127 Unruh Ave., Philadelphia 24, Pa. 
Orthman, Wm. G. 
Pacific Slope Newspapers, Inc., 301 White Bldg., 
Seattle 1, Wash. 
Parton, James 
N. Y. Herald Tribune, 230 W. 41st St., New York 
18, N. Y. 
Paskovitz, Jerome 
2051 22nd St., Wyandotte, Mich. 
Peters, Regis Edward 
American Steel & Wire Co., 525 Wm. Penn Place, 
Pittsburgh 30, Pa. 
Platt, Paul F. 
Public Service Elec. & Gas Co., 80 Park Pl. Newark 
1,N.J. 
Rahn, Wm. B. 
W. B. Rahn, Real Estate Appraiser & Broker, 1301 
Pan American Bldg., Miami 32, Fla. 
Rensvold, Jens K. 
555 N. State St., Dover, Delaware 
Rieser, Carl 
McGraw-Hill Publishing Co., 330 W. 42nd St., New 
York 18, N. Y. 
Roberts, R. B. 
Florida Power & Light Co., P.O. Box 3100, Miami 30, 
Fla. 
Roggenburg, Harry B. 
Rutgers University, 37 Lincoln Ave., Newark 4, N. J. 
Ross, John W. 
Crow Hill, Ft. Thomas, Ky. 
Rothman, Edward E. 
Campbell-Ewald Co., 4-258 General Motors Bldg., 
Detroit 2, Mich. 
Rottach, Richard J. 
Wax Seal Supply Co., 2980 W. Davison, Detroit 6, 
Mich. 
Salisbury, Earl E. 
Metal Products Corp., 807 N. W. 20th St., Miami 37, 
Fla. 
Salter, Willard C. 
Nation’s Business, 420 Lexington Ave., New York 17, 


The Pfandler Co., 1000 West Ave., Rochester 3, 
N. Y. 
Shiffler, Neil F. 
Bucknell University, Lewisburg, Pa. 
Simpson, Wm. 
Booz, Allen & Hamilton, 135 S. La Salle St., Chicago, 
Ill. 
Smith, Edgar R. 
113 Enterprise St., Rochester 19, N. Y. 
Smith, Lewis G. 
James Lovick & Co., Ltd., 800 Bay St., Toronto, 
Ontario, Canada 
Staples, Charles E. 
Harvard Business School, Soldier’s Field, Boston 63, 
Mass. 
Staudt, George L. 
Harnischfeger Corp. 4400 West National Ave., Mil- 
waukee 14, Wis. 
Steele, James R. 
City of Chicago, City Hall Room 400, Chicago, Ill. 
Stewart, Charles E. 
207 E. Maple, Ottumwa, Iowa 
Stamm, Arthur Allan 
Kresno-Stamm Mfg. Corp., Commercial Ave., Pali- 
sades Park, N. J. 
Thew, Marion Ashcroft 
Economic Research Agency, 114 N. Carroll, Madison 
2, Wis. 
Thompson, L. W. 
Sears, Roebuck & Co., 4640 Roosevelt Blvd., Phila- 
delphia, Pa. 
Thompson, Wm. H. 
Iowa State College, 208 Industrial Arts Bldg., Ames, 
Iowa 
Trabert, Miss Mary 
Milwaukee Boston Store, 331 W. Wisconsin Ave., 
Milwaukee 3, Wis. 
Troxell, Edwin E. 
P. O. Box 770, Berkeley 1, Calif. 
Vancil, Wm. H. 
4418 San Francisco, St. Louis 15, Mo. 
Wackerle, Donald C. 
407 E. Sixth St., Bloomington, Ind. 
Walters, Lemuel S. 
P. O. Box 796, Youngstown, Ohio 
Weltzer, Howard E. 
R. T. French Co., 1 Mustard St., Rochester 9, N. Y. 
Werler, Paul F. 
Archer-Daniels-Midland Co., P. O. Box 839, Minne- 
apolis, 2, Minn. 
Wiener, Jay 
1121 E, 22nd St., Brooklyn to, N. Y. 
Wood, M. Wistar 
Charles Morris Price School, 1319 Locust St., Phila- 
delphia 7, Pa. 
Woods, Charles T. 
R. T. French Company, 1 Mustard St., Rochester 9, 
N. Y. 
Zobel, Sigmund P. 
105 Landon St., Buffalo 8, N. Y. 
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Just Published 
ADVERTISING CAMPAIGNS 


by Irvin Graham, Account Executive, Robert & Reimers, and Instructor in Adver- 
tising, City College of New York. 


This is the first volume to deal with the over-all advertising campaign as an integrated operation 
in the promotion of sales. Here all the problems that confront the seasoned ad man are dis- 
cussed in detail—charting of basic policies, selection of an agency, assignment of an advertising 
budget ,what media to use for specific goals, and the various advertising techniques. The book 
then ties together all of these elements to show the use of each in developing the over-all stratgy 
and conduct of the campaign. 


“One of the most comprehensive studies of what goes into an advertising campaign that I have 
ever seen. Mr. Graham reviews the experience it takes an advertising practitioner years to ac- 
quire.”—Jules B. Singer, Federal Advertising Agency, Inc. 

“His book combines to a rare degree the seasoned reasoning of practical experience . . . with 


logical organization of material, so essential to comprehension by the college student.”—Charles 
R. Schatten, Advertising Manager, Pal-Personna Blade Co., Inc. 


$5.00 at your bookstore or from 


49 E. 33rd St. HARPER & BROTHERS New York 16, N.Y. 


in Advertising 
oud Salesmanship 


MECHANIZED SELLING 


A 35mm Silent COLOR Filmstrip 


A vivid picturization of the role of ADVERTISING in selling. It provides the 
time- and money-saving means of performing certain preliminary selling opera- 
tions that free the salesman for his particularized sales presentation. ADVER- 
TISING is the tool of successful selling. 


Sixty-two frames in full COLOR present the complete story. Write for Folder M 
for complete details. 


McGRAW-HILL BOOK COMPANY 


Text-Film Department 
330 West 42 Street New York 18 


Please mention the JouRNAL oF MARKETING in writing advertisers 
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Need Good Quality Tabulating? 


Then we suggest you obtain the following information: 


WHICH technique is best suited to your 
project? Should it be processed manu- 
ally, by machine or by a combination of 


both methods? 


WHAT is the MAXIMUM amount the job 


will cost? 
WHEN will completed work be delivered? 
WHO will be responsible for your project? 


WHAT experience does the tabulating 


agency have in similar problems. 


We would like you to compare our answers with any- 


one else’s. May we have that opportunity? 


BARNARD, Inc. + 93 Park Avenue - New York 16, New York 
Please mention the JouRNAL OF MARKETING in writing advertisers 
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MR. ROOT OF THE MATTER 


During World War Il, the late Harry Hopkins made it tough for the enemy. He galvanized 
dull Allied meetings, brought them to action-sparking life. So fast and so consistently did he get 
to the crux of any problem, that Winston Churchill dubbed him "Mr. Root of the Matter.” 


Getting right to the "root of the matter'"—the very heart of the client's problem 
—has made Field Research Company one of the largest and most active market 


_ and opinion research organizations in the West. 


Getting there fast—to the crux of the problem—has resulted in answers to prob- 
lems—answers that otherwise might never have been found. This carefully devel- 
oped knack, with a flexibility in choice of method, and the breadth of hard-working 
experience, invariably results in efficient problem solutions for Field Research Com- 
pany clients. 


For a QUICK PICTURE of Field Research Company . . . check these points. 
(X) top professional market and opinion research for clients EAST and WEST 
(X) includes survey planning, field work, tabulating, analyzing, consulting 

(X) skilled, thoroughly experienced permanent staff of 15 

(X) the most active field staff in the West 

(X) full complement of IBM machine tabulation facilities 


(X) for Eastern clients who operate their own national surveys, well-supervised field 
work in the West. 


We'd be happy to look at your problem and suggest a 
sound way of solving it—no obligation, of course. For full 
information which will be sent immediately, write: 


FIELD RESEARCH COMPANY 
400 Montgomery Street 
San Francisco, California 
5225 Wilshire Boulevard P.O. Box 1577 
Los Angeles, California Honolulu, T.H. 


Please mention the JourNAL of MARKETING in writing advertisers 
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UP-TO-DATE 
TEACHING MATERIALS 


@ PUBLISHED IN JULY 


SALES MANAGEMENT 


POLICIES AND PROCEDURES 
By D. M. Phelps, University of Michigan 


Teachers and students of courses in sales manage- 
ment, marketing management, and advanced market- 
ing will welcome this well-integrated new sales man- 
agement text. More comprehensive than anything pre- 
viously available, it deals realistically with problems 
of market management at the wholesale and manu- 
facturing levels. A research approach to these prob- 
lems is emphasized. The book treats all phases of 
the planning and development of the basic product 
and of planning the sales effort. New features of this 
text are the chapters on planning and administering 
sales programs and campaigns. Sections are devoted to 
pricing policies and price determination, investigating 
the market, management of sales and service personnel, 
control of sales operations, Cases, questions and prob- 
lems are included for each chapter. An unusually 
helpful Teachers’ Manual is available to all adopters. 


918 PAGES, COLLEGE PRICE $5.50 


@ PUBLISHED IN MAY NEW THIRD EDITION 


RETAILING 


PRINCIPLES AND METHODS 


By Delbert J. Duncan, University of California, 
and Charles E. Phillips, President, Bates College 


This new Third Edition of Retailing: Principles and 
Methods brings up to date one of the most widely 
adopted retailing textbooks ever published. In its 
revised form alone it was used in more than 350 col- 
leges and universities. Some of the changes which 
serve to make this new edition even more teachable 
than its predecessors include; an expanded discussion 
of the small- and medium-sized stores; increased em- 
phasis upon pricing problems; and the treatment of 
retailing expenses from the standpoint of control, 
rather than pure description as in the past. Another 
brand-new feature with the Third Edition of Ketail- 
ing is a complete Teacher's Manual containing the 
answers to all chapter questions and problems; a sepa- 
rate series of questions, problems and cases; and de- 
tailed suggestion for treating small-store problems. 


746 PAGES, COLLEGE PRICE $5.50 


OTHER 1951 TEXTS 


1818 RIDGE ROAD 


RICHARD D. IRWIN, INC. 


HOMEWOOD, ILLINOIS 


SALESMANSHIP 


Principles and Cases 


By CARLTON A, PEDERSON, Stanford Uni- 
versity, and MILBURN D. WRIGHT, 
San Jose State College 


This new text has won rapid acceptance 
and wide adoption as one of the leading 
texts in its field, Well-liked are its mini- 
mization of high-pressure selling and its 
emphasis upon professional standards aimed 
at t service to company and customer. 
The principles of modern selling are illus- 
trated at every point with practical exam- 
ples from the sales-training literature and 
company. practices of more than 75 major 
firms. There are cases, questions, and 
problems for oon | chapter. The answers, 
and further supplementary materials are 
contained in a Teacher’s Manual, and a 
manual of Objective Tests and Examina- 
tions is also available. 


550 Pages, College Price $5.00 


MARKETING BY 
MANUFACTURERS 


Revised Edition 


By CHARLES F. PHILLIPS, President, 
Bates College 


This new edition of Marketing by Manu- 
facturers brings this well-known book com- 
pletely up to date. Full use is made of 
data from the latest census. Several major 
changes in the text will improve its use- 
fulness. These include the addition of new 
material on marketing policies and re- 
search, on product development, on sales 
programs, and on the control of marketing 
operations. Subtitles have been added to 
aid the reader, and an appendix providis 
a check list for introducing industria 
goods is included. 


740 Pages, College Price $5.50 


WRITING FOR 
BUSINESS 


Selected Articles on 
Business Communication 


Edited by C. W. WILKINSON, Michigan 
State College, J. H. Menning, University 

Alabama, and . R. Anderson, 

University of Illinois 

Containing the best recent articles to en- 
liven your teaching of business English, 
this book is appropriate for any course 
dealing with any kind of business ie 
because: (1) it provides a concentrate 
statement of the results of wide letter- 
writing experience; (2) it brings to the 
classroom support for and illustrations of 
the teacher’s own ideas; (3) it combines 
theory with practice to develop a phi- 
lo: y and methodology for improving 
correspondence; and (4) it gives proper 
emphasis to the public relations function 
of business correspondence. 


284 Pages, College Price $3.00 


Please mention the JouRNAL OF MARKETING in writing advertisers 
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BY FAR, AMERICA’S FASTEST 
NATIONALLY SYNDICATED 


@ STORE AUDIT SERVICE! 


#] Monthly reports—only 10 days—after 
\ they are received from the field! Now 
you can correct weaknesses in your 
sales and advertising planning before 
it’s too late—before serious losses set 


) in! 


> 2 A #2 The remarkably low costs now make it 
| possible for you to use SELL-O-RATOR 
either alone— or with other channels 


of sales information. Now, even 


£. medium size companies in the grocery 
and drug flelds can afford this Vital 
Sales Tool. 


WRITE FOR DESCRIPTIVE FOLDER 


Please mention the JouRNAL oF MARKETING in writing advertisers 
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“MARKET RESEARCH TABULATIONS § 
COMPILED, AND MADE READY : 
FOR CHARTING ... 


4s j i= YOU can rest at ease when you turn over your survey 
figures to us. 
Tabulating service for every 


You see, the figures we send back to you are ready for menagement need: 


. charting. There’s no unnecessary delay. No transcribing Questionnaires for Research on 
i ; Markets, Products, Public Opinion, 
Furthermore, you get your figures exactly as you want * 
them, when you want them. You can have them quick as Mogezine Circulations, Rodie and 
a bunny, if necessary. TV Network Coverages 
We have the high-speed tabulating machines and the a 
experienced personnel to do a most competent job for Readership Studies—Magazines, f 
you. Many 4-A agencies, radio-TV people and publishing ch st A 


houses have relied on us for years. s 

Marketing Indices, Scales Potentials 
May we put our knowledge of market resarch problems 
to work for your organization? 


Recording & Statistical Corporation 


100 Sixth Avenue, New York 13, N.Y. WoOrth 4-8326 ‘x 
Please mention the JounNaL oF MARKETING in writing advertisers 
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AGRICULTURAL MARKETING 


By F. L. THomsen, Executive Vice President, Commodity Marketing Corp., N. Y, 

481 pages, $6.00 4 
This text contains a wealth of factual material and clearly presented analyses of major 
marketing problems. The traditional descriptive classification of marketing functions 
has been minimized, leaving room for more constructive analysis than is found in other 
texts. The discussion begins with a profusely illustrated description of consumers of 
farm products, and of the locational and seasonal aspects of agricultural production, 
Then follows a description of the marketing system, including agencies, channels, 
processes, and services. 


BUSINESS STATISTICS 


By Joun R. RiccLeman, Consulting Economist and Statistician, and Ira N. Fris- 

BEE, University of California at Los Angeles. Third edition. 818 pages, $5.50 
Emphasizes the actual application of statistics to business problems. It is the aim 
throughout the book to lead the future businessman to appreciate the usefulness of 
Statistical methods and to employ them in the practical problems of business. The book 
admirably bridges the gap between statistical methods and their application to actual 
problems. 


BASIC METHODS OF MARKETING RESEARCH 


By J. H. Lorre and Harry V. Rozerts. The University of Chicago. 453 pages, 
$6.00 
Deals first with scientific method, including experimentation and with particular refer- 
ence to marketing research. Sampling, with special reference to the probems of sam- 
pling human populations, is covered next. The third section deals with the psychological 
problems of getting information from respondents. The fourth concerns administra- 
tion, or the techniques of translating theory into practice. 


EFFECTIVE ADVERTISING 

By Harry WALKER Hepner, Syracuse University. Second edition. 728 pages, $5.50 
Intended as a basic advertising text for a first year course in advertising, this book 
covers all phases of the subject. The media, the consumer, the product, the advertise- 


ment, and the testing and coordinating of advertising are treated thoroughly. Much 
new material has been added. 


TEXTBOOK OF SALESMANSHIP 


By Prep A. Russevi and Franx H. Beacu, University of Illinois. Fourth edition. 
589 pages, $5.00 


One of the most complete treatments of the subject available in textbook form, this 
text is eminently teachable and exceptionally readable without over-simplifying the 
treatment. The book is characterized by orderly, logical organization and by the judi- 
cious balance between theory and practical, commonsense applications. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 WEST 42mn STREET, NEW YORK 18, N. Y. 
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